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through an up-to-date sales analysis. [t can assist you in fore- 
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cuide to more profitable avenues of business. 
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Now Gow Cn 
CUT MICROFILMING COST... 
INCREASE MICROFILMING EFFICIENCY 


BURROUGHS HAS (T/ 


A new, perfected Recorder that photographs more documents 
on one roll of microfilm —cuts film costs, cuts processing costs, 
cuts filing space! Further economy is assured through one-time 
purchase rather than continuous rental. 


BURROUGHS HAS (7/ 


New developments in automatic feed and other operating fea- 
tures that make microfilming far faster, far simpler. Burroughs 
microfilming is so easy that one girl can operate two Recorders. 


BURROUGHS HAS (T/ 


New flexibility that makes microfilming a more useful, more 

N\ versatile business tool. Burroughs can meet your specific micro- 

filming needs with modern precision-built microfilm equipment. 

- z ¥ ? You owe it to yourself to find out how much more time, money 

Ainked, in the ge of llicrofilm, and effort you can save with Burroughs microfilm equipment. 

Precision-built microfilm equipment, devel- Call your nearest Burroughs office, or write — 
oped and manufactured by Bell & Howell, 
is distributed and serviced exclusively by 


Burroughs. BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


WHEREVER THERE'S BUSINESS THERE'S Burroughs 


Seca bab 9A 





FORE! 

s Ed:tor, THI 
Enclosed are two tickets for the All- 
American Golf Tournaments and the 
World Championship of Golf (August 
5-15, at Chicago’s Tam O'Shanter Coun- 
try Club). These tickets will give you 
first day’s admission, and you will be able 
to pi k up your press credentials for fur- 
ther admittance and considerations at the 


CONTROLLER: 


press room. 

We look forward to the most success- 
ful of all of our tournaments this year 
and hope that you will be with us to give 
your readers first hand stories of the 
events. 

GEorRGE S. MAY 


May's letter— 
and the of August: How many 
readers would like to see a Sports Depart- 
ment in THE CONTROLLER? 


Thought induced by Mr. 


dog-days 


The Editors 


BREAK-EVEN ARTICLE PRAISED 


Editors, THE CONTROLLER: 

After reading the article, “Value of 
Break-Even Points to Controllers,” in 
your May issue, I was pleased to note that 
it received editorial commendation in the 
New York Herald Tribune's May 10 is- 
suc 

I am including it with this letter in case 
you and other readers of THE CONTROL- 


LER did not notice it 
"The rising break-even 


GuS{ry Pave tong 


p 
been a source 
for management and their financiers and, 
current change from a seller's to a 

ncerted efforts are being 
ical point of ca- 
below which industries 


te which they make 


in [he 


pe mys 


n on the 
f is contained 
THE CONTROLLER, 
717 lle rs In ithe Oo} 
r. Treasure f Th, 


7, lod. dy 5 
l€d0, dls- 
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“Industry Reports to the Consumer on 


RESPONSE RATES 
Editors, THE CONTROLLER: 

The requests for my questionnaire, ‘301 
Questions to Management” {see final para 
graph of article, “Evaluating Manage- 
ment,’ by Mr. Martindell in THE Con- 
TROLLER for May 1949}, have been so 
extensive that I am convinced your publica- 
tion should be used this fall in the adver- 
tising of my book, which is to be published 
by Harper & Brothers. 

JACKSON MARTINDELL 

President 

American Institute of Management 
New York 


ON ANNUAL REPORTS 
Editors, THE CONTROLLER: 

I would appreciate your giving me a 
complete list of any articles which you 
have run in your magazine during 1947 
and 1948 on the general subject of corpo- 
ration annual reports. Thank you. 

MALCOLM McGHIE 


Listed below ave the articles on corpora- 
tion annual reports run in THE CONTROL- 


LER during 1947 and 1948. 


Trends in Corporate Reports to Stockholders 
Sidney Lichberman (February 1947) 
“Confidential Financial Reports to be Protected” 
(edit) by Arthur Tucker (March 1947) 
Those Corporate Financial Reports” (edit) by 
Arthur Tucker (June 1947) 
Dissemination of Annual Reports 
Arthur Tucker (June 1947) 
Interpretation of the Corporation's Financial 
Position to Audiences” (September 1947) 
\ The Need for Understanding 
by Frank M. Surface 


(edit) by 


| Trends in Annual Reporting 


by Christian I 

Reports Prepared by the Controller 
C. Hull (October 1947) 

What Does the Public Want in Corporate Re 

by Daniel J. Hennessy (November 


Jerchow 
by Charles 


ports 7 
1947) 
A Financial 
Annual Reports’ by 
(February 1948) 
What Is Wanted in Company 
ports by Daniel J 


Stockholders 
Walzer 


Views on 
Elmer G 


Editor's 


Annual Re 
Hennessy (Jun 
1948 ) 

Prices, 


Jarchow 


Costs, and Profits” by Christian I 


(October 1948) 
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CARTOON APPRECIATION 
Editors, THE CONTROLLER: 

This will acknowledge with sincere 
thanks the press-proof of the cartoon ap- 
pearing in the May issue of THE Con- 
TROLLER which you sent to me with your 
letter of June 1. 

This cartoon was of particular personal 
interest to me, but there are many articles 
which have appeared in this fine magazine 
which also have certainly had the most 
favorable reaction with me. I think you 
members of the editorial staff have been 
doing an excellent job. 

Roy WIEDEMER 
Controller 

The Gibson Art Company 
Cincinnati 


COMP. VS CON. 
Editors, THE CONTROLLER: 

I came across Frank Colby’s comment 
about the words ‘comptroller’ and “‘con- 
troller’ in the May 9 issue of the Wash- 
ington Star. It might be interesting to 
your readers, particularly for your depart- 
ment, “Scanning the Scene.” 

In his column entitled, “Take My 
Word for It,” Mr. Colby pointed out 
that: 

“The word comptroller is usually heard 
as "KOMP-tro-ler,” a pronunciation that 
no authority sanctions. As a matter of 
fact, comptroller is a monstrous hybrid 
that is bad English and even worse 
French. The word comptroller was formed 
by splicing the -troller of controller to the 
French noun compete, ‘an account,’ thus 
producing a word that resembles neither 
parent, but remains as a caricature of 
both. 

“At any rate, the pronunciation is not 
‘KOMP-tro-ler.” If you must use the 
word, be sure to pronounce it ‘kun-troe- 
ler.’ 

Comptroller and controller are one 
and the same. Comptroller should be dis- 
carded in favor of the legitimate word 
controller.”’ 


G.K.M 


The 
troller” is indeed a perennial. We thought 
we had pretty well settled the matter when 
ue published in the April 1943 issue of 


THE CONTROLLER the pronouncements of 


subject “comptroller” versus “con- 


eleven dictionaries on the subject ranging 
from Webster's Unabridged to the Dic- 
tionary of Occupational Titles published by 
the U.S. Department of Labor. 
Each of the eleven 
spelling “controller” is the cor 
one. Neve rtheless, the 
spelling “comptroller” has a stronghold in 
old documents like the Constitution of the 
United States and a considerable 
of corporation charters. 


F ) 
anhthovities agreed 


historic mis- 


number 


—The Editors 





With this UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINE, each day’s work is 
completed and proved accurate each day. 


There is no need to worry about troublesome peak loads when 
you use this fast, simple, easy-to-operate Underwood Elliott 
Fisher Accounting Machine. 

Work doesn’t pile up at the end of the month because the 
records are posted, balanced and automatically proved accu- 
rate each day. 

Operators like the simplicity of the Underwood Elliott 
Fisher Machine. It has a standard Typewriter Keyboard 
electrified for fast, easy operation. There are only 10 numeral 


Underwood Corporation 


Adding Mach.ne Typewriters 
.. Ribbons 


New York 16, N. Y 


Accounting Machines . . 
Carbon Paper . 


Cne Park Avenue 


Underwood Limited, 135 Victoria Street, Toronto 1, Canada 


Sales and Service Everywhere €194 


keys for all figure work. Balances and individual column 
totals—20 or more—are computed automatically 


The Flat Writing Surface, an exclusive feature of Underwood 
Elliott Fisher Machines, facilitates form handling and saves 
operator’s time. Forms are inserted as quickly and easily as 
placing papers on your desk. And, the special Roll Carbon 
Paper feature eliminates the bother of handling loose sheets 
of messy carbon paper when posting to related records. 

You'll like the versatility of this machine, too. One machine 
can be used for several applications, such as Accounts Receiv 
able, Accounts Payable, Payroll Records, etc. It will save time, 
trouble and money in the Accounting Department. For full 
details call your nearest Underwood Representative or mail 


the coupon today. 


Underwood Corporation 
One Park Avenue 
New York 16, N. Y 


Please sen illustrated literature and full information about the 


Underwoxc "7 Elli tt Fisher Accounting Machines 
Name of Company 
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Consumers Are Speculators, Too 

A recent informal analysis of experience of various 
manufacturers brings out some points which might be 
worth remembering by any controller who takes part in 


his company’s price discussions. 

It seems that classic economic doctrine about supply and 
demand can get some folks into a lot of trouble. They 
taught us at school that by and large if you cut the price, 
people will buy more of your wares. Dr. Charles F. Roos, 
head of The Econometric Institute, punched some holes in 
this shibboleth during a recent conversation. 

It appears from his analysis that the effect of a price 
cut on sales depends upon the durability of the goods. If 
you are able to cut the price of your bread and cookies, 
especially before your competitior does, you sell more. 

If you cut the price of clothing or tires—semi-durable 
goods—you may prevent sales from dropping away as 
fast as they might otherwise, but experience indicates that 
you are not likely to get an immediate upsurge. 

If you cut the price of radios, washing machines, or 
automobiles you may actually be cutting sales as well, at 
least for a spell. Consumers can wait for these durable 
goods and it’s a common tendency to believe that there 
may be more price cuts coming. 

Manufacturers appear to have combatted this trouble 
with some success by two devices. First 1s the age-old 
policy of improving quality rather than cutting the price. 
Sometimes this is accompanied by the installation of a 
“fighting brand” or a popular-priced model to fight for the 
market below the established grade. 

Number two ts the policy of guarantecing dealers against 
price decline. To what extent dealers are attempting to 
pass this guarantee along to consumers 1s little known. 

Some interesting observations on this point will be con- 
tained in the forthcoming Foundation study on the shift 
from the sellers’ to the buyers’ market. 


Dangers of Nationwide Bargaining 

One keen observer draws attention to the dangers of the 
development of nationwide bargaining on labor rates and 
conditions in any industry—such as is happening in the coal 
industry and scems about to happen in other lines. There 
lies a danger of conspiracy between employers and em- 
ployes to grant the union demands—and pass the cost on 


to the public 


ME GONTROMER. & ice ko seine a8 AUGUST, 1949 








362 





In the long run one of two results appears possible: The 
industry will lose ground to competitors by reason of pric- 
ing it-elf out of the market, or, if the industry is in a mo- 
ncpoly position, such conspiracy will provoke action by 
voters and Congress to nationalize and control it. 

The danger is that employers, pressed by the demands of 
powerful unions, will resort to nationwide bargaining to 
meet the threat and put themselves on an equal strategic 
focting. 

Is the long-term danger greater than the potential im- 
mediate gain? 


Deflation, Depression, and Disagreement 


A Washington observer recently commented to_ his 
friends, “If unemployment should increase rapidly and a 
general deflation develop, we cannot be sure what the gov- 
ernment will do but we can be sure that each governmental 
bureau and each pressure group will have its own pet plan 
for combatting depression and that each such plan is almost 
certain to be the very same plan which the same group of- 
fered to combat inflation a while since.” 

At this point an eminent economist spoke up in agree- 
ment, with one exception. Said he: “One government body 
I believe will not have a plan to offer—instead it will have 
two policies or plans. This is the President's Council of 
Economic Advisers, which seems almost certain to go off 
in two directions.” 

At that point a newspaper editor entered the conversa- 
tion to admit, “The economists have not made a very good 
showing of themselves by their disagreements in the Coun- 
cil of Economic Advisers but they seem to me better off 
than most businessmen I've met. Economists cannot agree 
on what ought to be done or what will happen, but alot of 


. , L > ) Pr 
businessnien don't seem to have been able to agree on whai 





“Deficiteering” 

For years politicians and reformers have laid about them 
a long and flexible club—the word “profiteering.” The 
epithet was deserved by some war profiteers, and the defini- 
tion has gradually crystallized in the public's mind: A 
profiteer is one who takes advantage of the fact that other 
people ave busy or unorganized, to make outrageous and 
legal profits, not justified by the work he did or the risks 
Le took—but legal enough. 

What's the opposite of this? 

"Deficiteering,” that’s the word. It was offered the other 
day by the economist of one of the Controllership Founda- 
tion member companics. 

How better could you describe the intention of a govern- 
ment to run on a deficit at a time when neither tax re- 
ceipts nor national emergencies justify it? 

It can happen only if everybody who ought to do some- 
thing is too busy or looking the other way. 

-WALTER MITCHELL, JR. 
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automatic Printing Calculator. 
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problem, the tape proves you're right—right away. 
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no copying answers. And you have a permanent 
record for reference at any time. 

What's more, you get your answers in a jiffy. The 
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tracting—in one continuous, time-saving operation. 


And the finger-fitted, 10-key touch control key- 


See how automatic printed proof will increase fig 
uring efficiency in your office. Call your Remington 
Rand representative now, or write to Dept. CR-8, 


New York 10, N. Y. 
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Management Meets Its Public 


By John 8. Coleman 


GENERATION AGO it might have been 
A presumption for me to discuss the 
subject of management with controllers. 
At that time the head accounting man in 
many corporations was looked on as a 
sort of necessary evil: the man with the 
green eyeshade and sleeve-garters whose 
family forgot what he looked like around 
the close of an accounting period. 

Today controllers are management. If 
anyone doubted it as late as four or five 
years ago, he certainly changed his mind 
if he got, and later had to renegotiate, a 
war contract. Actually, of course, your 
honorable profession came into its own 
a long time before that; but I saw some 
presidents of corporations calling a little 
frantically for their controllers during 
that period. 

You have a very real stake in the way 
business is conducted. You are the men 
who control it 

But why should anyone bother to talk 
about business management to an audi- 
ence of management representatives ? I've 
heard it said that members of manage- 
ment talk too much to each other. If that 
is true—and I do not believe that it ts 
little enough of the art of management 
comes into the conversation. 

After all, the man who is generally re- 
garded as giving modern management its 
start, Frederick W. Taylor, has been dead 
less than 35 years. So the subject is still 
quite new, and there are few enough 
people in this country who know even 
most of the answers. I find myself learn- 
ing new ones every day. 

The corporation as we know it today is 
a relatively new device for doing busi- 
ness. In my belief it is the best way which 
has yet been found to conduct business, at 
least on a large scale. And it certainly is 
the best way yet discovered for maintain- 
ing a continuity of business skill in a 
given industry or given enterprise—to the 
benefit of all who have an interest in that 
industry or € nter prise. 

While I shan't pretend that the cor- 
poration as it exists today is the final 
answer, or that it does not have some dis- 
advantages, it seems to have more ad- 
vantages than the other ways of doing 
business. Possibly the greatest advantage 
is the way it attracts and develops leaders. 

Corporation management requires lead- 
ership. The corporation accomplishes its 


work through the delegation of duties and 
responsibilities from the stockholders 
down. Members of each echelon of man 
agement of must 
leaders for their subordinates. As mem- 
bers of the lower echelons gain experience 
and skill in the various techniques of 
management, they automatically fit them- 
selves for promotion to greater respon- 
sibilities. Corporations cannot afford to 
have poor managements, so a_ natural 
process of selection tends to place the 
best trained and best qualified leaders in 
the greater positions of responsibility. 

Of course, most of this seems so ob- 
vious that it hardly requires discussion, 
but I had an experience a few weeks ago 
which made me wonder whether it was as 
obvious as it seems. 

An acquaintance of mine, speaking to 
a well-intentioned audience not schooled 
in business problems, was asked why the 
rank and file employe should not have an 
active voice in management decisions 
The questioner was so full of concern for 
the welfare of the employe that he did not 
stop to think that corporate management 
is a highly technical field in which, just 
possibly, the usual employe is not quali- 
fied. 

I don’t mean that to sound smug. Good- 
ness knows, managements composed of 
highly trained and thoroughly experi- 
enced men make mistakes—serious mis- 
takes. What I do want to imply is that 


supervision serve as 


It has obligations to all who are 
—or should be—interested in it 


business management these days is just 
as specialized, just as technical, and fully 
as demanding as some of the professions. 
Unless the members of management of a 
given company possess the necessary qual- 
ifications of physical stamina, strong char- 
acter, sound training and experience, and, 
above all, good judgment, that company’s 
chances of success are very slim. 


| HEARD a distinguished businessman 
and educator name two special character- 
istics which a sucessful manager must 
have. These are: first, the ability to or- 
ganize men and things in such a way as to 
get work done efficiently; and, second, 
skill in taking risks. 

Both of these traits require experience 
or genius. There are a few people who 
know intuitively how to organize men and 
things to get things done, and there are 
a few who are born masters of the cal- 
culated risk. But these people are ex- 
ceptions. Most successful managers are 
the product of some native talent culti- 
vated by a lot of hard-earned knowledge. 
The higher an individual rises in manage- 
ment, the more pronounced these quali- 
ties have to be. 

These days the corporate executive at 
the highest level must know something 
about purchasing, accounting, processing, 
marketing, avd human relations. 

The relationships between a given man 


JOHN S. COLEMAN is President of the Burroughs Add- 
ing Machine Company which he joined in 1920 as a junior 
salesman. Successively occupying positions as Assistant 
Manager of the Washington Branch, Division Manager for 
the East, and Assistant to the Vice President of the com- 
pany, Mr. Coleman was then made Executive Assistant of 
the company, subsequently Vice President and a Director, 
becoming President in 1946. Mr. Coleman, who delivered 
this paper before the Detroit Control of the Controllers In- 
stitute, is also a member of the Bar in the State of Texas. 
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or group of people and other groups of 
people must be favorable if life is to pro- 
ceed smoothly. For example, there must 
be a minimum of friction between a com- 
pany and its suppliers, a sales organiza- 
tion and its customers, a management and 
its employes. 

Maintaining these relationships ts an 
exacting job in a world where material 
shortages, myriad governmental regula- 
tions, an aggressive labor movement, and 
critical customers present a fresh chal- 
lenge every day. In this world the chance 
of error is great, and a management can- 
not continue to make errors and survive. 

This appreciation of what a manage- 
ment must be is not an attempt to play 
up business administrators as supermen. 
It is not an effort to elicit sympathy for 
the poor, misunderstood member of man- 
agement, either. A man usually gets into 
the field of business management because 
he has a bent in that direction. When he 
is successful, it is usually because he has 
had a lot of experience, from which he 
has learned something. And he stays in 
the field, usually, because he likes the 
good he can do there more than he dis- 
likes or fears the headaches and the heart- 
aches which become more severe the far- 
ther he goes. 

The only reasons I have dwelt on it 
at all are that management as a profession 
is often debunked by its critics, and mem- 
bers of management are popular whip- 
ping boys for all kinds of people. Con- 
sequently I think that those who follow 
the profession need to be reminded ever 
so often that this pursuit is an honorable 
one, and that it is not the soft touch that 
some of its critics try to make one be- 


lieve 


N ow let us look at some of the prob- 


lems——and which — the 
management leader assumes. 

First and foremost, management must 
run a profitable business. Without profits 
any company will decay and disappear. 
Without profits neither the company nor 
its management can fulfill its obligations. 
So, while profits are only a means to an 


responsibilities 


end, they are the only means to the end 
And serving the public 
continuing 


of public service 
is the only reason for the 
existence of any business enterprise. 
Naturally there is no rigid formula for 
making a profit. But of all the members 
of management, you controllers exert the 
most influence on whether or not a profit 
is made. You are the men who watch the 
and say whether, in the light 
and they are at 
proper You are the men who 
watch fixed costs and break-even points. 
You help set prices. You check sales costs, 
and There is no 


inventories 
of experien forecasts, 


leve Is 


you watch collections 


THE CONTROLLER..... 


field of management activity in which 
your guidance is not felt. 

In these days of high and inflexible 
costs, increasing downward pressure on 
prices, falling demand, and sales ap- 
proaching break-even points, the differ- 
ence between profit and loss is often very 
slim. The premium on management judg- 
ment is more apparent than at any other 
time. Your knowledge, experience, and 
skill are often the basis for this judgment. 

One activity in which your influence 
can be particularly important these days 
is the sales operation. At no time in recent 
history have profits depended on an ag- 
gressive sales policy any more than they 
do now. My own feeling is that this ts a 
period when we may have to depart from 
traditional and even orthodox - sales 
methods. 


“Property 1s the fruit of labor; 
property 1s desirable; it 1s a positive 


I 
good in the world. That some 
that 


é 
should be 


may become rich, and hence is just 


ri h shou s others 


encouragement to indust y and en- 
le rp) 1S@. 


} 


*” i } ] 
Let not him who is houseless pull 


down the house of another, but let 

him work diligently and build one 

for himself, thus by example assur- 

ing that his own shall be safe from 
violence when built.” 

—ABRAHAM LINCOLN 

to the Workingmen’s Association 

of New York 

March 21, 1864 


The emphasis in industry has been on 
production for nearly cight years. During 
this period, as has often been said, sales- 
men have not been sharpened by com- 
petitive selling. Perhaps even more im- 
portant, though, headquarters strategists 
have not had to evaluate overall 
methods in the light of changing times. 
It may be that new techniques are called 
for. It may be even necessary to re- 
scrutinize philosophies of distribution. 

When this sort of change takes place, 
controllers must be particularly watchful. 
Costs of experiments have to be examined 
carefully in the light of tangible results. 
You will have to focus your attention on 
selling costs to a greater extent than you 
have recently. i 

Another perhaps even more basic con- 
sideration in running a company so as to 
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make a profit is the question of human 
relationships. There has been a great deal 
of study done in this field, as you know. I 
guess more is written and said about it 
than about any other phase of manage- 
ment activity. It is strange that the study 
of human relationships should be re- 
garded as such a new thing. It is also 
strange to me that some phases of it 
should seem to be so controversial. 


Y ov will recall the statement I quoted 
that one of the characteristics of a success- 
ful manager is the ability to organize 
people and things to get work done. Al- 
though the man who made the statement 
didn't say so specifically, I know that he 
recognized, as we all do, that the organi- 
zation of things is not too hard to learn. 
The organization of people to get work 
done is something altogether different. 
Most of us are still trying to find effective 
solutions to that problem. 

It is human nature, I guess, to try to 
solve new problems by applying prin- 
ciples which have worked before in what 
seem to be similar circumstances. As I 
think we agree, we learn to organize in- 
animate objects—figures, supplies, ma 
chines, and so forth—fairly early in our 
careers in management. That really isn’t 
too difficult. 

The problems arise when we try to or- 
ganize people in the same way. You know 
as well as I do how people resist being 
arbitrarily moved around. And you may 
have seen some of the trouble that has 
arisen when an attempt was made to move 
them without adequate regard for their 
feelings. 

So it is evident that to be successful 
managers we have to be good managers 
of people. 

Now, of course, there are other factors, 
other techniques and characteristics of 
management which go into making a 
profit. But this is not intended to be a 
catalogue. I have just tried to suggest one 
or two critical areas which I feel cannot 
be stressed too often or too strenuously. 
I'd like to leave this aspect of manage- 
ment now and pass on to the next point. 

Once a company has made a profit, 
management must be sure to fulfill its other 
responsibilities. Usually, of course, this 
is not a strictly chronological process. In 
other words, management does not usually 
wait until it realizes a profit to plan how 
that profit will be used. The budgets 
which your controllers watch over reflect 
plans for the use of a profit as it is earned. 
The amount of the profit determines the 
extent to which the plans are realized. 

There is the familiar threefold respon- 
sibility which management has: to cus- 
tomers, to stockholders, and to employes. 
This responsibility is fulfilled as the com- 
pany earns its profit. The employe is 
given steady employment at a fair wage 
in return for his work. The stockholder 





is given a fair return on his investment. 
And the customer is given fair value for 
the price he pays. 

Management must keep the distribution 
of the carnings of the company in balance. 
Naturally none of the three groups must 
participate at the expense of the other 
two. These responsibilities are, of course, 
continuing ones. Management must be 
sure that the productive facilities of the 
company remain healthy and capable year 
in and year out. The resources of any 
corporation must not be dissipated if it is 
to continue to meet its responsibilities 

This three-ply obligation is so familiar 
that it doesn’t require much further ex- 
planation. The only point I would add 
is that if responsibility to any one of the 
three is not fulfilled, the company con- 
cerned 1s likely to fail. A company cannot 
get along without all three: customers, 
stockholders, and employes. 

There is a fourth group, 
which is not thought of quite so often. 
Management is also responsible to the 
public at large. This means that the com- 
pany and its management must be good 
citizens. 

There is a negative aspect of citizenship 
which is fairly easy to live up to. Ob- 
viously a company is a better neighbor if 
it refrains from polluting the atmosphere 
with smoke or unpleasant fumes. Natu- 
rally people will think less of it if it con- 
taminates the waterways with potsonous 
wastes than if it does not. Of course, its 
reputation will be better in the community 
if it pays its taxes, treats its employes well, 
and cooperates with the community when 
asked to do so than if it does not. 

Such behavior, however, is only what 
is expected of any resident of the com- 
munity. Good citizenship demands some- 
thing more. As we have seen, it demands 
that a company fulfill its obligation of 
public service, first, by making a profit, 
and, second, by using the profit wisely. 
Third, however, it must demonstrate ac- 
tively to the public just how it is working 
for the public good. The question then 
how to go about demonstrating it. 


however, 


arises 


I suppose most of you are having one 
of the experiences that I have almost every 
day. Nearly every mail brings a com- 
munication from some foundation, asso- 
ciation, institute, or publishing company 
which is dedicating itself to the preserva- 
tion of Free Enterprise. All you have to 
do is contribute a sum of money to the 
cause or subscribe to a series of pamphlets 
which may be distributed to your em- 
ployes or the public to tell them what a 
wonderful country we live in. 

This is a symptom of a condition, it 
seems to me. I think it springs from the 
fact that there has been a marked increase 
in “social thinking” in the last 16 or 17 
years. And it has been attended by an 
erroneous attitude, which is all too gen- 
eral, that Business and Businessmen were 
opposed to the social and economic im- 
provement of the “common man who- 
ever he is. 

In other words, Business and manage- 
ment are on the spot. Rightly or wrongly, 
the burden of proving that Business and 
its managers are working in the best in- 
terests of the nation rests on Business and 
its managers. If they don’t prove it, the 
attacks on our economic system might be 
more effective than we care to 
think about 

Basically the job is for management to 
show all sections of its public how its 
business is fulfilling its obligations. And 


would 


who is the public ? 


] 


A COMPANY'S public is made up of all 
and children who are 
Employes 
part 
Stockholders and their families make up 


the men, women, 
r should be interested in it. 
and their families make up one 
another. Customers make up a_ third. 
People who live in the same community 
and know a little about it are another 
Suppliers are still another. Bankers and 
financial people, those who read the mag 
azine ads and The Wall Street Journal 

all of these men and women make up 
your company’s public. They all are in 
terested in a little different way, and they 
are mainly interested in how the company 
is benefiting them personally or the com 
munity in which they live. 

In this connection I am 
agree with the vice president of one of 
our largest food products companies who 
was quoted in The New York Times as 
saying, in effect, that most people don't 
have to be sold on free enterprise; they 
like it and like what goes with it. What 
they need is to be treated like human 
beings. 

There, I feel, is another of our big 
problems. We are inclined to think of 
the public as a mass, and not as a lot of 
individual human beings. As soon as we 
think in terms of mass reactions, we are 


inclined to 
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likely to run into trouble. Messrs. Gallup 
and Roper proved that, I think, last Fall. 

Our big job in fostering confidence in 
Business and businessmen is to demon- 
strate it to the public as individuals. 

Just establishing and maintaining com- 
munications with the public is a big job. 
It's big because you have to be conscious 
of it all the time. 

Particularly, in establishing effective 
communications, there is some planning 
to do. It is essential to have a clear idea 
of policy to be followed. Naturally ef- 
forts to increase confidence among such 
varied groups as stockholders, customers, 
employes, and the general public should 
complement each other. With a good con- 
cept of policy in its mind management 
can interpret its company consistently to 
all groups without conflicting actions or 
statements 

And conversely, of course, one of the 
surest ways to destroy confidence in a 
ompany 1s for its Management to permit 
inconsistencies in its statements to, or ac- 
tions with, the various segments of its 
public. 

Now let us look at some of the things 
which corporate managements have done 
to foster confidence among the various 
publics 

A particularly strong human urge is a 
desire to know what's going on. Even 
when we can’t do much to control what 
is going on around us, we can adapt our- 
selves to situations with more confidence 
we understand them than we can 
we are in the dark. The pleasure 
is a similar feel- 


when 
when 
of being ‘‘on the inside” 
ing 

Since these feelings exist, some man- 
agements have recognized them and taken 
action to gratify them. The results have 
been an increase in confidence and trust 
on the part of both employes and _stock- 
holders. 

Frank answers to both 
through written replies to letters and oral 
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replies to spoken questions, are important 
in fostering feelings of confidence. This 
implies both an informed supervisory 
force and a top management which is 
willing to take the time and trouble to 
answer questions. 

The primary potential weakness of any 
system which does not actively solicit 
questions, though, is the danger inherent 
in not always knowing what questions, 
illusions, or misgivings may be bothering 
the public. 


Tu RE are ways to minimize this dan- 
ger Opinion surveys, suggestion systems, 
and, above all, again, a well trained and in- 
formed supervisory force which is able 
to recognize questions and keep both em- 
ployes and top management informed 
these are some of the tools which have 
been used to provide employes with in- 
formation. 

Regional stockholders meetings 
written inquiries have achieved similar re- 
sults for stockholders. 

There are certain other somewhat 
mechanical techniques which have been 
used successfully to keep employes  in- 
formed. These are concerned mainly with 
notifying employes of major changes and 
new developments in practices, proce- 
dures, and policies before they read them 
in the newspapers. Bulletin board notices 
and letters mailed to employes’ homes are 
particularly useful. 

Some managements have prepared 
booklets describing their companies 
which they make available to employes, 
stockholders, and the public. A knowl- 
edge of the history, present operations, 
and future plans of a company is a val- 
uable ingredient of any program for 
building confidence and understanding. 

Some managements have produced mo- 
tion pictures for employe, stockholder, 
and public viewings. These films have 


and 


covered a variety of subjects, all the way 
from company histories to explanations 
of practical economics in terms of a com- 
pany’s operations. My own company has 
undertaken an effort of this kind with 
sufficient success to encourage us to con- 
sider repeating it. 

There are numerous methods of show- 
ing the general public that the company 
is a desirable citizen of the community. 
A policy of keeping the press informed 
is a good one. Some companies make it 
a practice to send news releases to all 
local newspapers whenever there are im- 
portant or newsworthy happenings in a 
company. Frank answers to questions 
from reporters are, naturally, very im- 
portant. 

Plant “open houses’” for members of 
the community have been used to good 
effect. Factory tours for local citizens, in- 
cluding school children, are another help- 
ful aid to increased understanding. 

Perhaps most important of all, though, 
as media for interpreting a company are 
its financial statements. (This is a field in 
which controllers are at home.) The an- 
nual report which sets forth an account 
of the year’s operations is a natural tool 
for this purpose. Many companies feel 
that the day has passed when a four-page 
folder covered with dollar signs and tech- 
nical accounting language can be expected 
to tell the public all it needs to—or 
should—know about a company. 

The limitations of the language of ac- 
counts and, indeed, of mere balance 
sheets and operating Statements are a 
topic which again and again arises to 
plague managements and battle the layman. 

One of the results of total dependence 
on little more than such statements to 
keep the public informed on financial 
operations is the misunderstanding and 
even mistrust which we recognize today. 

Why is it that the average teen-age boy 
can tell you more about nuclear fission, 
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television, and jet-propulsion than he can 
about the way a business enterprise op- 
erates ? One answer is that he hasn't been 
provided with very much information 
about business. There is an increasing 
need for telling its story to the public. 
Another answer is the limitations of tradi- 
tional accounting techniques and lan- 
guage as vehicles for the communication 
of that story. 

Consequently one of the areas in which 
the public has least confidence in busi- 
ness today is its financial operations. If 
the layman has done any thinking about 
the financial working of business, he prob- 
ably envisions them about this way: 

“You buy materials, make them into 
finished products, mark up the price so as 
to get whatever the consumer will pay. 
and then sell it to him. Let's say that you 
started at the beginning of the year with 
a million dollars and you finished the 
year with a million, one hundred thous- 
and. You then have a hundred thousand 
dollars profit.” 

If our layman is a stockholder, he may 
figure something like this: 

“The company made a profit of $100,- 
000; there are 100,000 shares of stock 
that's a dollar a share. Aha! When do I 
get my check?” 

Then when he gets his check he sees 
that he has been paid only 50 cents a 
share in dividends. His immediate re- 
action is likely to be: “The management 
is holding out on me.” Then, if he isn’t 
already disillusioned about financial state- 
ments, he looks at this company’s latest 
report to see if he can find what the man- 
agement has done with the rest of his 
money. 


Or let's assume that our hypothetical 
layman is an employe of the company. He 
reads headlines in the newspaper that his 
company’s sales hit a new high of two 
million dollars last year. “Two million 
that's a lot of money.’ Then he reads a 
little farther and he sees that profits 
reached a new high of a hundred thous- 
and dollars. “Hmm! That's still a lot of 
money to have left over at the end of the 
year. Why don't I get some of it? The 
management's holding out on me!” 

Then let's assume that he takes the 
trouble to try to find in the company’s 
latest financial statement an indication of 
where the money went. Let's see, if we 
can, what the stockholder and the em- 
ploye find. 

The first thing they find is two or three 
pages covered with figures (some of them 
running into the millions), all with dol- 
lar signs in front of them. 

’That's pretty 1m pressive 
got alot of money last year.” 

Then they see that the figures are divided 
into two categories: One is headed “Bal- 
ance Sheet” and the other is headed 
“Statement of Income and Surplus.” 


somebody 





"That title, ‘balance sheet,’ doesn't 
mean very much; but here we are: ‘state- 
ment of income and surplus.’ We're in- 
terested in the income—that's the cash the 
company took in. And here's the surplus 

that’s what was left over which the 
company didn't need. Why didn't the 
management spread a little of that sur- 
plus around? That's purchasing power 
which we didn't get.” 

Well, if our friends aren't too worked 
up to drop the whole matter in disgust at 
this point, they look around a bit further, 
and they find an item headed “‘deprecia- 
tion.’” What it means isn’t very clear, but 
it is something that the management took 
out of the income it took in. 

“l wonder if that could be a hiding 
place for some of the money that | didn't 
get. 

“Now here are some things headed 
‘reserves.’ They total up to a good fat 
amount, too. Wonder what they are being 


held back for?” 


Anp so it goes. Our investor and our 
employe deduce from the figures that the 
report shows that the company handled 
a lot of money during the year and made 
a bigger profit than ever before. The 
words in the report don’t tell them very 
much except to suggest that something 
has been held out—something which the 
employe and the investor may think they 
should have shared in. 

The next conclusion may be that busi- 
ness and the people who manage it are 
somehow operating against the public in- 
terest. 

So there's our problem. How is it to 
be solved ? 

There are two possibilities. One of 
them is to revise the basic accounting 
principles by which financial facts are de- 
veloped and presented to the public; the 
other is to try to explain what the facts 
mean as they are presented today. 

The solution will ultimately require 
both courses of action. 

However, basic changes in our account- 
ing system, if undertaken too quickly, 
would result in even more confusion, 
more misunderstanding, and less confi- 
dence in Business than we have today. So 
this course should be followed more 
slowly. Controllers are, I know, giving 
the problem serious thought. 

Since we are badly in need of better 
understanding at once, however, it is ab- 
solutely necessary to explain our account- 
ing system and the vocabulary it employs 
in terms which are clear to the layman. 
The area of what the public accountant 
calls “‘generally accepted accounting prin- 
ciples” is as unfamiliar and confusing to 
the untrained mind as the Western Ocean 
must have been to the sea captains before 
Columbus. So, if I may continue this 
analogy, it seems to me that large-scale 


MANAGEMENT SPEAKERS 


T. S. PETERSEN 


Grady 


RODERIC OLZENDAM 


Headline speakers scheduled to appear on the program of the 18th Annual 

National Meeting of the Controllers Institute, to be held in San Francisco, 

September 25.28, include T. S. Petersen, President and Director of Standard 

Oil Company of California, San Francisco, and Roderic Olzendam, President 

of his own firm, Roderic Olzendam and Associates, counselors in industrial 
and public relations, Tacoma, Wash. 


charts of the most commonly traveled 
routes must be provided for the novice. 

Just one or two simple examples can 
explain the sort of thing I mean. If the 
untrained critics of our system of business 
could be made to grasp the difference be- 
tween accrual and cash methods of de- 
scribing the operations; if they could 
understand the concept that a 
for depreciation,” followed by a dollar 
sign and some figures in dollars and odd 
cents, does not represent a neat pile of cur- 
rency and coins being held “in reserve’ 
in the president's safe, we would be mak- 
ing progress. And if the public could 
understand that a corporation which 
shows a million dollars in profit at the 
end of the year may still have no cash in 
the bank, then we'd really be getting 
somewhere. 

Now, of course, no single arinual finan- 
cial statement can accomplish all that has to 
be done. But 
which issue such a 
make its operations a little clearer to its 
public, the aggregate effect will soon be- 
gin to be felt in terms of less suspicion 
and more confidence. I hardly need point 
out that this is a problem which is in your 
bailiwick. 

There is the challenge to management 
The world is drifting farther and farther 
from the ideals of individual freedom 
and responsibility on which we were 
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raised. It needs leaders to straighten out 
its course. American Business Manage- 
ment can provide those leaders. Its mem- 
bers are trained for leadership. 


Tire are three things that members 
of management have to do to exert this 
leadership: 

First, do well the job for which they 
have been trained—fulfilling their re- 
sponsibilities to the people who are in- 
terested in their company. The result 
of this will be an ever higher standard of 
living for all men. As the standard of 
living increases, famine, unrest, discon- 
tent, and the possibility of war decrease. 

Second, tell the public about the job 
that is being done—how and why. It 
takes time to reach the millennium. We 
must all have patience while we are work- 
ing toward it. If people understand what 
they are working toward, if they under- 
stand how they are going about it, they 
are more likely to be patient than not. 

Third, accept the call of public serv- 
ice—community, civic, or national— 
when the call comes. And make no mis- 
take about it, the call will come to the 
real leaders. With competent men, real 
leaders, in positions of social and political 
responsibility as well as economic respon- 
sibility, the millennium can be reached 
a little bit sooner. 
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Anchoring Federal Tax Administration 
By Charles D. Hamel 


UR SYSTEM of government and law, 
O developed through centuries of de- 
bate, compromise, struggle, and bloodshed, 
has as its primary purpose the welfare and 
security of the individual citizen. The 
citizen has delegated to his Government 
those specific powers—and only those 
powers—which he believes to be neces- 
sary to enable his-Government to accom- 
plish this purpose. 

His Government works for him, not he 
for his Government; although in return 
for the security and protection which his 
Government affords him he must support 
it, obey its laws, and defend it from all 
enemies both domestic and foreign. 

The danger is this: If the individual's 
duty to the State becomes greater than the 
State’s duty to the individual, we lose that 
essential element which has been the 
primary goal of Anglo-Saxon statecraft 
since the days of the Magna Charta. 

Taxes are a part of the price we pay 
for this liberty and freedom, yet the pay- 
ment of taxes is no guarantee that we will 
remain free. The Russians, too, are taxed; 
the Nazis were experts at wringing dol- 
lars from the German people. 

Deep in the roots of the Anglo-Saxon 
is his fear and hatred of oppressive taxa- 
tion. Our Constitution reflects this fear 
and the anxiety of our founding fathers 
to guard against possible abuse of the 
taxing power 

. hall be apportioned 


"All duties, imposts and excises 
thall be uniform throughout the United 
States its 

“No capitation, or direct, tax 
thall be latd, unless in proportion to the 
census or enumeration ; 

An even clearer evidence of our dread 
of being oppressed by taxation is the Con- 
stitutional provision that ‘All bills for 
raising Revenue shall originate in the 
House of Representatives .” By con- 
fining the origin of tax bills to the House, 
the members of which must stand before 
the people for re-election every two years, 
our founders sought to provide for the 
quickest possible repeal of any unjust or 
oppressive tax laws. 

While our tax laws  require—and 
rightly so—that the citizen gives a strict 
accounting to his Government with re- 
spect to taxes and turns square cornefs in 
all of his tax affairs, they also contemplate 
and require that the Government on its 
part deals fairly and equitably with the 
citizen. In the maze and complexity of 
our present tax structure we must never 
lose sight of these fundamentals. It ts 
here that the administration of our tax 
laws becomes so vitally important. 

The Congress may consider carefully 
every aspect of our tax structure. After 
long open hearings, study, and delibera- 
tion it may enact fair and equitable tax 
laws, but unless we have competent, fair, 
and objective administration of those laws 
it avails nothing. 
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Fluctuation is costly to 
government and business 


During the last 35 years our tax laws, 
both in complexity of structure and rev- 
enue toll, have mushroomed up around 
us at an alarming rate. The apparently in- 
satiable appetite of our Government for 
revenue, brought about principally by the 
enormous costs of fighting two global 
wars in this period and by the constantly 
mounting demands of our citizens for 
more and more Governmental services and 
benefits, has increased our tax burden be- 
yond the point of diminishing returns 
and to a level which, if continued over- 
long, will sap the initiative and vitality 
of our productive machine and wreck our 
economy. 


Te complexity of our tax structure has 
more than kept pace with the increased 
revenues obtained through it. The long 
series of loophole-plugging provisions on 
the one hand and relief provisions on the 
other has created a body of tax law which 
even the tax experts cannot fully compre- 
hend. This has increased tremendously the 
burden of tax administration. Because of 
the complexities of the tax laws, the area 
of judgment left to the administrative 
agencies in the tax statutes themselves has 
become wider and wider. The wisdom of 
this policy is indeed doubtful. 

The twilight zone which in the early 
days of the tax laws was kept to a rela- 
tively narrow area has become wider and 
wider. The administrative agencies have 
been given or have assumed, rightfully 
or wrongfully, an ever expanding breadth 
and latitude of administrative judgment 
and an ever increasing control over the 
development of changes in the technical 
and administrative provisions of the Code. 

I believe it fair to say that, with re- 
gard to these technical and administrative 
provisions, the independent judgment of 
the Congress is no longer paramount but 
that legislative policy in this field is in- 
fluenced and shaped primarily by refer- 
ence to critical administrative situations, 
many of which are artificially created by 
the administrative agencies. 

The administrative officers have found 
that it is easier to effect a change in the 
tax laws through administrative rule and 
court decision than by legislative amend- 
ment. Particularly is it easier to change 





the law the way the administrative agen- 
cies want it changed. 

By cultivated litigation the natural de- 
velopment of the tax laws is being 
thwarted and the course of the tax laws 
is being made to flow in somewhat ar- 
tificial channels by a series of calculated 
regulations and rulings and by a careful 
selection of the cases to be litigated. By 
an equally careful control of the place, 
time, and manner in which this litigation 
is conducted, the administrative agencies 
too often have deflected the natural flow 
of the tax laws and have caused them to 
take courses which would not have been 
chosen had the issue been presented 
squarely to the Congress. 

Too often this policy has been dictated 
by the dollar amount of revenue involved 
rather than the long-range objective de- 
velopment of our tax laws. Under such 
procedure inconsistent positions multiply, 
narrow distinctions between fact  situa- 
tions have to be made, and the law, in- 
stead of becoming settled, is kept in such 
flux and turmoil that no one in the Gov- 
ernment or out dares rely upon the con- 
tinuing applicability of any current rule 
or practice. 

This is not to say that the tax laws 
should remain static. The tax laws must 
keep pace with changes in business 
methods, accounting practices, and fiscal 
customs. Stability and consistency of in- 
terpretation practice and procedure, how- 
ever, have many virtues. Even if some- 
what defective, an old provision of the 
Code or an old Regulation, known and 
understood by the administrative officers 
and the taxpayers alike, might better be 
left alone sooner than risk the uncertainty 
and controversy which always arises out 
of change. 


T Hose of us who have sought legisla- 
tion or an administrative ruling to relieve 
or alleviate a hardship know that the 
cure is frequently worse than the disease. 
From the Government's point of view its 
loop-hole plugging very often leaves it 
in a weaker position than it enjoyed be- 
tore. 

When we consider the long-range ob- 
jective development of the tax laws either 
from the Government's or the taxpayers’ 
point of view, it is wise, in my opinion, 
to keep change to a minimum consistent 
with the demands of equity and fair play. 
dhe taxpayer is too often influenced by 
his current situation rather than his long- 
range view. The Government by going 
for the dollar, as it too often does in tax 
cases, frequently finds that it has obtained 
a ruling or court decision which over the 
years will adversely affect its interests. It 
is well to remember that in the field of 
tax law the knife frequently has an 
equally sharp edge on both sides. 

There is a classic illustration of this 
point in the treatment of inventories. The 


American Gas Association 





Steady does it . 


law prior to the adoption of the “last in, 
first out’ amendment sufficiently 
broad to permit the use of any method of 
inventory which properly reflected in- 
come. In spite of this provision and in 
spite of the well established accounting 
procedure of ““LIFO,” the Bureau con- 
sistently refused to allow taxpayers to use 
it. The Congress finally had to override 
the Commissioner by the enactment of a 
specific provision permitting the use of 
“last in, first out’ inventories. Three sep- 
arate amendments to this provision have 
been necessary before the use of “LIFO” 
could be standardized and there is still 
considerable confusion and taxpayers are 
still being penalized in their attempts to 
establish a proper inventory method be- 
cause of the flux and turmoil surrounding 
the development of this part of the tax 
law. Had the Commissioner at the outset 
permitted the use of the well developed 
and widely accepted accounting practice 
of “LIFO” without forcing the Congress 
to legislate, the greater part of these dif- 
ficulties could have been avoided 

In the field of reorganization and liqui- 
dation of corporations no one can cal- 
culate the number of injustices and hard- 
ships which have arisen solely because of 
the changes both in the law and in the 
administrative rulings. It is an extremely 
serious matter for long-range corporate 
policy to be based upon an apparently 


was 
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stable and generally accepted interpreta- 
tion of the law when the danger of up- 
set 1S sO ever present. 

The tax laws, in my opinion, should 
follow the growth and development of 
legitimate business practices and should 
not undertake to break and bend business 
customs to conform to artificial tax con- 
cepts. The following of such a course 
would in no way impair the revenues or 
increase administrative difthculties; on the 
contrary, it should reduce controversy and 
bring a much greater degree of stability 
and consistency into the tax field. 


Tu present unsatisfactory condition 
of our tax structure is not altogether the 
fault of the Government. Taxpayers 
themselves have contributed substan- 
tially to it. 

The use of the corporate device to 
mask individual operations, the multiple 
schemes and devices to translate capital 
expenditures into current expenses, the 
undue accumulation of surpluses in 
corporate tills, the transposition of in- 
come from one year to another or the 
delay or acceleration of deductions from 
year to year for tax purposes, the crea- 
tion of phony entities, artificial sales, 
leases, and the like have caused admin- 
istrative officers and the courts to view 
with suspicion a great many completely 
legitimate transactions simply because 
they have some of the color and char- 
acteristics of the tax avoidance schemes 
with which we are all so familiar. It 
is not always easy to tell the sheep from 
the goats. 

The Government on its part has 
learned to play this game as well as or 
better than the taxpayer. Which starts 
and which retaliates I do not know, 
but by and large the game is not bene- 
fiting either side. On the contrary, it is 
the most fruitful source of litigation 
and controversy and is extremely ex- 
pensive both to the Government and 
taxpayer alike. It bogs down adminis- 
trative machinery, delays the auditing 
and closing of the ordinary cases; and 
the suspicion and caution which it gen- 
erates in the minds of administrative 
officers causes untold inconvenience to 
all taxpayers regardless of their partict- 
pation in this game. 

The Government on its part, through 
its treatment of reorganizations, depre- 
ciation, dividends, inventories, bad 
debts, liquidations, and the other vital 
elements going to make up tax liabili- 
ties taxable in- 
comes and reduce deductions by every 
facility at its command. 

Moreover, if the Congress does not 
give it the statutes it feels it should 
have to accomplish its aims, it attempts 
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by administrative ruling and court deci- 
sion—and often succeeds in this ef- 
fort—to change the law in ways which 
the Congress, in my opinion, would 
never agree to if the question were pre- 
sented squarely to it. 

This would not be such an alarming 
state of affairs if the tax laws, like the 
SEC, Communications Commission, or 
other such Governmental bodies, touched 
only the lives of a relatively small seg- 
ment of our population. 


T irty-Fivi years ago the average citt- 
zen had little contact with his Govern- 
ment. Few things happened in his daily 
life that made him aware of the existence 
of the Federal Government. In 1914 there 
were less than one million tax returns 
under which less than one-half billion 
dollars in taxes were collected. In 1918, 
the World War I year, there were 3.,- 
825,000 returns under which $614, bil- 
lion were collected 

In 1939 the number of returns had in- 
creased to approximately 7 million and 
in 1941 to 1514 million, resulting in 
revenues in 1941 of $7 billion. In 1945, 
the last year of World War II, the num- 
ber of returns had increased to 84 million, 
about 67 million of which was income and 
excess profits tax returns, resulting in ap- 
proximately $44 billion of revenue of 
which $35 billion was income and excess 
profits taxes. 

This year the number of income tax 


IMPORTANCE OF TAX ADMINISTRATION STRESSED 


Economists have, for the most part, says Tax Institute, 
Inc., been content to leave the subject of tax administration 
where Adam Smith left it over 150 years ago. Corporation 
executives have concentrated on tax rates rather than on tax 
administration. Practitioners have fretted over details and 
frequently failed to see the forests for the trees. Conscien- 
tious administrators have been all too often concerned with 
maximum collections rather than maximum equity, while 
less conscientious officials have been interested in collecting 
revenues in the least painful way to themselves. 

The Tax Institute's new book, ‘Income Tax Administra- 
tion,’ exemplifies the increasing recognition of the impor- 
tance of tax administration on the part of taxpayers, tax 
officials, tax practitioners, and tax economists. 


returns will be about 48 million and more 
than 60 million returns of all kinds will 
be filed and the Government will collect 
substantially more than $40 billion in 
revenue. 

In 1914 the Bureau of Internal Rev- 
enue was a small, well integrated central 
othce in Washington. Today its more 
than 50,000 employes are scattered in 
every community throughout the United 





“It’s not so much for myself, sir, as it is for the 
government. My income taxes are so pitifully small” 
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States and their activities touch the lives 
of almost every family in this country 

We have had more than 15 years of 
increasing tax rates and in view of the 
enormous public debt and continuing de- 
mands on the budget, it is apparent that 
we must look forward to many years of 
high rates. It is doubtful that any of us 
will ever see a drastic reduction in the 
rates of the income tax. 

In the early days our tax laws had as 
their primary purpose the raising of rev- 
enue for the support of the Government. 
In general this is still the purpose of tax 
legislation. However, in recent years tax 
legislation has been enacted where the 
revenue raising aspects were secondary 
to a primary social or economic purpose. 
Often such legislation has been enacted 
without a frank statement on the part 
of its proposers as to the purpose it was 
to serve. 


Tue worse danger we face in the de- 
velopment and change in our tax laws, 
however, arises not from legislative intent 
or practice, but from administrative con- 
tortion. 

As long as the basic question is _pre- 
sented squarely to the Congress, the 
people have at the polls a chance to cor- 
rect and modify the mistakes. When our. 
tax laws, however, are molded and shaped 
by administrative action, correction be- 
comes extremely difficult. Court decisions 
and administrative rulings have a way of 
imbedding themselves and becoming ex- 
tremely difficult to correct or modify. 

In the light of the far reaching effects 
of our revenue statutes one does not have 
to apologize for examining rather closely 
the administration of these laws and the 
qualities of the administrative officers. 





Short Cuts in Analyzing Financial Policy 
By Charles L. Bush 


we HAPPENED to the earnings, how 
were they used, what was the finan- 
cial policy for the year? 

Comparative Balance Sheets with in- 
crease or decrease columns are presented 
to show changes in the financial structure. 
Application of Funds Statements are used 
frequently, and, if not in too much bur- 
densome detail, are enlightening. They 
will show where the managers and direc- 
tors of an enterprise have secured funds 
and how they have used them during the 
year. 

Too often application of funds state- 
ments are not included in financial state- 
ments or annual reports—or, if they are, 
they take various forms, so that they may 
not be easily recognized. Sometimes they 
are presented in such elaborate detail that 
the overall object is lost in combing 
through the figures. 

Many times a rough approximation as 
to sources and uses of funds will suffice. 
The controller, the analyst, or the man- 
ager can secure valuable information by 
comparing the financial policies of other 
firms—but he does not wish to make a 
detailed and tedious application of funds 
statement. 

It is possible to take the annual report 
of practically any firm and quickly make 
an application of funds statement with- 
out detailed working papers. The figures 
are usually available in the annual report. 

Based on the premise that sources of 
funds equals uses of funds, a creditable 
analysis of yearly financial policy can be 
made quickly and simply by taking the 
required figures from the annual report. 

They can be put together in formula 
style as listed below and the analysis is 
complete. 

The main sources of funds are: 


Profits for the year 

. Depreciation for the year 

. Long-term debt increase for the year 
Reduced working capital during the 
year 
Large reserve credits during the year 
The principal uses of funds are: 

. Fixed assets increased during year 

. Other asset increases, as prepaid 
items, investments, etc. 
Dividends paid during year 
Increased working capital for the 
year 

. Large reserve debits during the year 


An easy way to lift needed 
figures from annual reports 


CHART SHOWING ACTUAL SOURCE AND USE OF FUNDS 
OF SEVEN WELL KNOWN CORPORATIONS FOR 1947 


(In millions of dollars) 


COMPANY A B 


Source of Funds: 

Profits 

Depreciation 

Long term debts 
Reduced working capital 
Large reserve credits 


TOTAL 


Use of Funds: 

Fixed Assets 

Other assets 

Dividends 

Increased working capital 
Large reserve debits 


TOTAL 


A quick method to arrive at the net 
funds invested in fixed assets is: Swbfract 
the previous year net book value of fixed 
assets from the current year net book 
value, and then add to this figure the de- 
preciation expense for the current year. 
Current year depreciation expense is usu- 
ally set out in the income statement or in 
accompanying notes in the report. 

In many cases the changes in other as- 
sets, such as prepaid items, are not impor- 


tant enough to set out—they can be netted 
with working capital. Sometime larger in- 
vestments may be made in foreign subsid- 
iaries, etc.—these can be set out. 

Large reserve credits or debits, such as 
contingency reserves, 1s either a source of 
or a use of funds. Money borrowed on 
long-term arrangements is a source of 
funds and should be set out. Short-term 
borrowings will be netted in the working 
capital and need not be considered sepa- 


CHARLES L. BUSH is Plant Controller of The Oliver Corpo- 
ration, Shelbyville, Ill., plant. After attending the University 
of Minnesota, Mr. Bush was associated with a knitting mill, a 
newspaper office, and a lumber yard before joining the 
Oliver organization in 1939, where he has served as Ac- 
countant, Auditor, and Office Manager in various divisions 
of the company—except for a period of three years spent 
in the Finance Department of the Army. Mr. Bush has given 
considerable time to analyzing the financial statements of 
various corporations and here presents some of his findings. 
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rately. Sale of capital stock should be 
listed under source of funds if needed. 

By making a chart listing the titles as 
given above and then taking only the re- 
quired figures from the report, a self-bal- 
ancing statement of source and of use will 
result. 

A chart showing source and use of 
funds of several well known corporations 
(on preceding page) was made quickly by 
taking only the necessary figures from the 
annual reports. Facts regarding the year’s 
financial policy of these corporations is 
readily apparent 

By comparing the depreciation with 
fixed assets it can be seen that all com- 
panies were not only replacing the nor- 
mal yearly wear and tear of their fixed 
assets but were making substantial addi- 
tions to their plants. 

In Company A it could be deducted 
that fixed assets were financed from re- 
invested earnings and depreciation, and 
that the dividends were paid by reducing 
the working capital. 

Five of the firms reduced their work- 
ing capital in order to continue a divi- 


SCHEDULED TO SPEAK AT ANNUAL MEETING 


Harris & Ewing 


Appearing on the program of the 
18th Annual Meeting of the Con- 
trollers Institute at San Francisco, 
September 25-28, are Professor 
Stanley S. Surrey of the University 
of California and Dr. Clifford E. 
Maser of Oregon State College. 
Professor Surrey will discuss “Cur- 
rent Tax Thoughts” while Dr. 
Maser will consider “Educational 


STANLEY S. SURREY 


Background for Controllership.” 


CLIFFORD E. MASER 





dend policy and to make investment in 
new plant facilities. 

If a firm does not invest in fixed assets 
an amount equal to the amount of the 
yearly depreciation, they are not maintain- 
ing their plant. In other words, they 
could be converting fixed assets into 
working capital or to dividends. 

As an example take the following illus- 


trative figures: 





Bercu Case Ruling 


Accountants may not 
charge for the giving of legal advice in 
relation to the tax laws, it unani- 
mously held by the New York State Court 
of Appeals on July 19. The ruling by the 
high court, in the so-called Bercu case, 
affirmed a decision by the Appellate Divi- 
sion, restraining a New York City certi 
fied public Bernard Bercu, 
from giving legal opinions with respect 


engage in or 


Was 


accountant, 


to tax laws. 

Mr. Bercu was nor enjoined, however, 
from ‘applying his knowledge of tax laws 
and regulations in any matter in which he 
was employed primarily to practice public 
accountancy nor from performing 
services in the presentation of a client's 
interests’ to the United States Treasury 
Department 

The proceeding, which was brought by 
the New York County Lawyers Associa- 
tion, attracted country-wide interest in the 
legal and accountancy professions. 

Briefs urging afhrmance of the Appel- 
late Division decision were filed by the 
New York State Bar Association, the Bar 
Association of the City of New York, and 
the American Bar Association. A brief in 
behalf of Mr. Bercu was submitted by the 
American Institute of Accountants 

Mr. Bercu was accused of illegally prac 
ticing law by advising clients for whom he 
performed no a duties about 
what view tax authorities and the courts 
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would take as to the years in which the 
payment of the city’s tax claims would be 
deductible for federal tax purposes. He 
was fined $50 for contempt of court in 
the lower court. 

On learning of the decision of the 
Court of Appeals in Albany, Edward A. 
Kracke, president of the New York State 
Society of Certified Public Accountants, 
issued a statement to The New York 
Times, declaring that it did not mean,that 
certified public accountants would have to 
give up tax practice performed for their 
accounting clients. 

It is important that this be under- 
stood,” Mr. Kracke said. For the pre- 
vious opinion of the Appellate Division 

now afhrmed by the Court of Appeals 
was widely misinterpreted, perhaps be- 
cause of the technical nature of the opinion 
itself. 

“It is of vital importance not only to 
business men but to all individual tax- 
payers that it be made clear that the de- 
cision affirms the right of CPA's to pre- 
pare income tax returns and to advise a 
client on income tax questions which arise 
in their regular accounting work for the 
client. 

“Officers of the society do not believe 
that even the limited restrictions imposed 
are in the public interest. The society, 
therefore, is contemplating further action 
in view of the public interest involved.’ 
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Example I II 


Profits 4.0 
Depreciation 2.0 

6.0 
Fixed assets 1.0 
Dividends 2.0 2.0 
Working Capital Increase 3.0 0 


6.0 3.0 


In each example the fixed assets were 
not fully replaced. Two million dollars 
was charged off for depreciation which 
represents the amount the plant has 
wasted through normal wear and tear for 
the year. 

In Example I the working capital was 
increased. Therefore fixed assets could be 
replaced later from working capital. 

In Example II the fixed assets were 
partially replaced. The balance of funds 
acquired both from profits and from par- 
tial conversion of fixed assets was given 
out as dividends. 

In Example III fixed assets were not 
replaced. Funds acquired from profits and 
from conversion of fixed assets was given 
out as dividends. This policy could not 
continue beyond the point where surplus 
was not available for dividends. On the 
other hand, a policy of continuously re- 
investing funds from profits and depre- 
ciation into fixed assets could lead to a 
proportional reduction of working capital 
to a dangerous point. 


Ture are many analyses that can be 
made regarding financial policy from this 
simple method of quickly seeing how 
funds were secured and used. Charts for 
the same company over a period of years 
or charts of competitive firms in the same 
year will provide useful information. 

This method is not a replacement for 
other methods of financial analysis. Trend 
percentages and ratios are extremely use- 
ful. But it does give valuable supplemen- 
tary information, and it is easy to collect 
the figures from annual reports without 
resorting to burdensome working papers. 





Could you use him in your office? 


Probably not — although he’s a top hand with a bad 


bucker. However, there are other “hands” which can save 


time and money for your business. 

Among them, mav we call vour attention to the 
Comptometer operator? 

As you probably know, the Comptometer Adding 
Calculating Machine is surprisingly easy to operate. Any- 
one, after a few minutes’ instruction, can add, subtract, 
multiply and divide with it. However, a trained operator, 
teamed with the Comptometer, can handle the most 


$3 


complicated figure work with astounding skill, speed and 
accuracy. 

Throughout the world there are Company schools 
training Comptometer operators. When these special- 
ists get going, figure work melts away like magic! 
l'rained operator . accurate Comptometer — that’s a 
combination that can save countless man-hours. For 
complete information, call your nearest Comptometer 
representative. 


¢ OMPTONMETER 
RtG. U.S. PAT. OFF 
ADDING-CALCULATING MACHINES 
Made only by Felt & Tarrant Manufacturing Co., Chicago, and sold exclu 


sively by its Comptometer Division, 1734 N. Paulina St., Chicago 22, Il 


To cut offic mmend our Pee-Board Plan. It’s a simple 


inting uses) that makes original 
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$ for $uggestions 
ai dle 


| AM ONE of those who believe that no 
one has a corner on ideas for improve- 
ment, regardless of his position, and that 
any program which permits or encourages 
the lowliest employe to give voice to sug- 
gestions for bettering operations, proce- 
dures, or working conditions, if fairly ad- 
ministered, will value to the 
employer. 

Modern production methods tend away 
from craftsmanship. We've all heard the 
story of the coach builders—the pride 
they took in their product. It is easy to 
understand why. The design was a prod- 
uct of their imagination, and the finished 
piece became a monument to their skill. 
The admiration of the people was their 
satisfaction, much more so than the 
money paid to them 

Instinctively all of us have that same 
desire to create something wholly ours 
and, theoretically at least, to receive the 
plaudits of the people. A harnessing of 
this human characteristic could be of un- 
told value’to business and industry. 

The absence of an outlet for this very 
human characteristic in modern methods 
is responsible to a degree for much of the 


prove of 


unhappiness and tendency to cynicism 
among employes. Their daily tasks, in- 
stead of being a joy as in the case of the 
me a grind. They have 
how” and 
and of their pro- 
and any plaudits for the excel- 


coach builder, become 
little if any voice in the 


when how much 
duction, 
lence or the volume of production goes to 


the supervisor 


Suggestion systems can be a channel 
through which employes can communicate 
their ideas to management, an outlet for 
them to voice their opinion regarding 
products, procedures, working conditions, 
safety, and good housekeeping, as well as 
a means through which they may receive 
commendation for their contribution to 
the betterment of such items. 

Because of the importance I place on 
good administration of suggestion sys- 
tems I should like to consider administra- 
tion first, before taking up other phases of 
suggestion systems. 

To administer a suggestion system sat- 
isfactorily requires considerable manage- 
rial thought and effort. The good will and 
cooperation of supervisory and executive 
forces are most important. In fact, lack of 
cooperation of supervisory forces is one 
of the principal reasons for failure of sug- 
gestion systems. The attitude of executives 
and supervisors who say “you do the work 

we'll do the thinking” kills the initiative 
of employes. 

Many foremen and department heads 
display active opposition to their subordi 
nates’ submitting suggestions. The reasons 

none of which are valid—are princi 
pally fear that the suggestion will be con- 
sidered a reflection on the ability of the 
supervisor, the feeling that the supervisor 
is the one who is paid to do the thinking, 
and the idea that suggestions for im- 
provement may 


force. 


result in reduction of 


J. R. MULVEY, Assistant Comptroller of Humble Oil & 
Refining Company, Houston, Texas, has been with the com- 
pany for 31 years. Mr. Mulvey, who delivered this paper be- 
fore the Houston Control of the Controllers Institute of 
America, was a member of one of the first Coin-Your-ldeas 
Committees of the Humble Company, whose suggestion 
system has been in effect since 1932, and for the past seven 
years has served as Chairman of the Houston Office Coin- 
Your-ldeas Committee. He is a past president of the Houston 
Control and is currently serving as a national director and 
vice president of the Institute. 
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A wealth of ideas may lie 
in the suggestion system 


This opposition is sometimes very diffi- 
cult to break down. When supervisors 
take this attitude, they are not interested 
in their job or the company they work 
for. They think only of protecting their 
own interests, but they are actually harm- 
ing themselves by trying to prevent im- 
provements in methods or working condi- 
tions. A man who has this feeling toward 
his job and his company is not well quali- 
fied to be a supervisor. 

No individual or group of individuals 
has a monopoly on inventiveness or in- 
genuity. It is always possible that a valu- 
able idea may be developed by any em- 
ploye as a result of his intimate contact 
with his day-to-day duties; therefore it is 
feasible that constructive thinking among 
employes should be encouraged and that 
some formalized system of rewarding em- 
ployes for their inventiveness will result 
in mutual advantage to the employe and 
the company. 

If a suggestion plan is given the whole- 
hearted support of top management, if 
the supervisors are educated as to their 
responsibilities with respect to the system 
and their opposition is overcome, then a 
suggestion system can be properly admin- 
istered. 


Ler us keep in mind that we are not 
discussing something new, because in the 
year 1880 a formal suggestion program 
was inaugurated by the William Denny 
Shipbuilding Company of Dumbarton, 
Scotland. This is the first formal system 
of which we have any knowledge. 

The National Cash Register Company 
began the first system in the United States 
in 1894. Since that time they have re- 
ceived over 300,000 suggestions and have 
adopted 75,000 of them. Other pioneers 
in formal suggestion plans are Eastman 
Kodak, 1898; Westinghouse Electric, 
1910; and Firestone Tire and Rubber 
Company, 1918. 

During the war years when it was so 
necessary to accelerate production and 
campaigns were being continuously waged 
for that purpose, many programs for en- 
couraging employes to make suggestions 
were instituted, particularly in manufac- 
turing concerns. Results are self-evident. 
The wide publicity given the “‘idea’’ busi- 
ness during the war period did much 
toward interesting management in creat- 





ing formal suggestion programs, and 
many more systems have been inaugurated 
since that time. 

At the present time there are approxi- 
mately 10,000 formal suggestion plans 
in existence in the United States. Some 
organizations report satisfactory results, 
others have had intermittent success, still 
others resulted in complete failure. Some 
of the first systems appear to be the most 
successful—they have been operating 
continuously for a number of years. This, 
no doubt, is because the programs were 
well planned in the beginning and have 
been properly administered since their 
Inauguration. 

An ideal situation would be one in 
which management and men work so 
closely together that each would make his 
suggestions regarding the work as the 
work is carried on. Practically, of course, 
such ideal relations do not exist. 

Realization by management that em- 
ployes possess a wealth of ideas, that men 
behind wheelbarrows, at desks or lathes 
know more about their jobs than anyone 
else, and that all that was needed was an 
open channel to release many worth- 
while ideas resulted in the inauguration 
of suggestion plans. 

Native ingenuity, it was thought, com- 
bined with intimate familiarity with proc- 
esses could not fail to produce ideas that 
might be advantageously adopted by 
management. This belief was strengthened 
by the many excellent suggestions volun- 
teered by employes. So why not have an 
effective means of tapping this potential 
reservoir of valuable but latent ability ? 
Such was the reasoning of the first com- 
panies who had formal suggestion plans 

The president of a large railroad aptly 
expresses the reason for a suggestion plan 
in these words: ‘The suggestion system ts 
founded on the belief that the eyes and 
ears and minds of all employes and oth- 
cers should be directed toward bettering 
the work of the railroad.” In other words, 
there is always a better way. The perfec- 
tions of today become tomorrow the im- 
perfections of yesterday. 


Tu idea of stimulating suggestions 
embodies sound principles of manage- 
ment-employe collaboration, and the di 


rect channel of communication between 
management and wage earners should 
tend to develop more cordial relationships 
between the two groups. 

The pooling of the experience and de- 
tailed knowledge of the workers and the 
resources and equipment of the company 
will result in advantages to both—the 
worker in added compensation and the 
company in increased ethciency or lowered 
costs. 

The basic appeal of a suggestion sys- 
tem is to the creative instinct of an 
employe. His motives in suggesting im- 
provements are a desire to be individually 
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significant, to be recognized, and last—but 
not necessarily least—if the system so 
provides, a desire to earn extra money. He 
takes a personal pride in making a contri- 
bution to the company for which he works. 

The immediate objective of a sugges- 
tion system is to give employes an oppor- 
tunity to submit ideas for improvements 
and to stimulate them to think construc- 
tively about their work and the problems 
of their particular company. 

It is usually thought that a suggestion 
plan will help the company to detect the 
more promising employes and that it will 
provide an adequate avenue for the re- 
lease of grievances. 

Management gains through improved 
employe relations, savings in man-hours 
and materials, improved operations, prod- 
ucts, and working conditions, and the cre- 
ation of an alert, thinking organization. 
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“Well, since we can’t be sure whether 
the handwriting is Smythe’s or Jorgen- 
son's, | suppose the only fair thing to do 

is fire both” 


The monetary which result 
from the adoption of approximately 25 
per cent of suggestions submitted are cer- 


Sav Ings 


tainly worthwhile. Savings in some cases 
may be minor, but in others they are ex- 
traordinary. It is claimed that a suggestion 
submitted by a Frigidaire division engi 
neer resulted in an annual saving of 
$300,000 : 

In a survey made by the National As- 
sociation of Suggestion Systems in 1947 it 
was found that during a three-year pe- 
riod from $1,100 to $1,100,000 was 
saved for each of 40 companies. A large 
number of companies reported savings 
from $30,000 to $60,000 a year. The sug 
gestion system is one phase of the em- 
ploye relations program where a com 
pany can make money without spending 
any. 

The intangible values of a suggestion 
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system are nearly as great as the apparent 
monetary value. Employes are encouraged 
to make the most of their abilities and 
their personalities; the possibilities of de- 
veloping talent which otherwise might re- 
main latent are enhanced. Who knows 
but that a potential controller may be dis- 
covered through a suggestion for an im- 
provement in some phase of accounting ? 

The improvement in company morale is 
an important factor—it alone would make 
a suggestion system worthwhile. The op- 
portunity that executives have to review 
suggestions of employes and the contacts 
which are a result widen the viewpoint 
among executives, which is much to be 


de sired. 


Anp how does the employe benefit ? 
The monetary award, of course, is usually 
of primary importance to the employe. 
But there are other advantages just as 1m- 
portant, or perhaps more so, because they 
bring out the best qualities in employes. 
The opportunity given employes to ex- 
press themselves to management plays a 
big part in building morale and improv- 
ing employ e-employer relations. The pride 
in accomplishment, the personal satisfac- 
tion, the feeling that he is an integral part 
of the company, and the confidence and 
self-respect which an employe gains when 
his suggestion ts adopted are valuable in- 
tangible benefits. The favorable publicity 
he receives when his suggestion ts put 
into effect gives him a feeling of impor- 
tance 

Too, when an employe sends in a sug- 
gestion he is brought to the attention of 
his supervisors, and his chances for ad- 
vancement may be increased. 

Even the rejection of ideas can result in 
a benefit to the employe—he will learn 
more about his company because the rea- 
sons given him for not adopting his sug- 
gestion will explain why the company 
certain things. Grievances 
which have been in the minds of em- 
ployes for some time in this way may be 
eliminated. 

In order to gain the benefits men- 
tioned, the administration and organiza- 
tion of a program for permitting employes 
to submit suggestions must be well 
planned. The manner in which the plan 
will be administered, who will be eligible, 
the scope of suggestions to be submitted, 
awards or recognition to be given, man- 
ner of handling rejections, identity of 
suggester, and publicity or promotion are 
phases to be considered. 

Of utmost importance is the personnel 
selected to administer the details of a 
suggestion system. A committee composed 
of representatives from each operating de- 
partment of a company works to good ad- 
vantage and is used in most companies. 


cannot do 
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Members of the committee should hold 
responsible positions; they should be well 
informed as to the company’s operations ; 
they must command the respect and con- 
fidence of the employes and must have a 
reputation for being completely honest 
and impartial. These men should be sin- 
cere and cooperative and should have the 
ability to deal with people. In large or- 
ganizations subcommittees who can do 
the preliminary investigating are helpful. 

The functions of the committee may 
vary. In some companies the committee 
investigates and reviews the suggestion 
and then makes recommendations to man- 
agement who makes the final decision as 
to adoption, awards, etc. In other com- 
panies the committee does all the work. 
This type of committee is responsible 
for investigating thoroughly all possibili- 
ties of each suggestion, including the pos- 
sibility for additional applications; for 
evaluating the suggestion fairly and im- 
personally ; for taking prompt action as to 
adoption or rejection of suggestion ; tor 
granting adequate awards; and for giving 
every suggester a square deal. The com- 
mittee also has the job of explaining thor- 
oughly and tactfully the reasons why an 
employe’s idea is rejected. Ceremonies for 
the presentation of awards can also be 
arranged by the committee. 

The committee must have complete co- 
operation among its members and must 
have the ability to instill in supervisors 
the desire to give the suggestion plan 
their wholehearted support. 

Because it is important to handle all 
suggestions promptly, meetings of the 
committee are held often. Once a month 
is the general practice, although some 
committees meet once a week and others 
quarterly. 


Eligibility presents a major problem. 
Shall foremen and department heads be 
allowed to participate ? In general it seems 
more desirable to exempt supervisors 
from a suggestion plan, because placing 
the employe and his supervisor in compe- 
tition is not satisfactory. An employe 
would not be likely to seek his supervi- 
sor’s help in presenting his idea if he had 
the feeling that his idea might be stolen. 

Usually all employes below the level of 
department head or foreman may submit 
suggestions, and the department heads 
and foremen may send in suggestions 
which do not pertain to their particular 
duties. One company gives the foreman 
an award for each award given to an em- 
ploye under his supervision to encourage 
supervisors to solicit suggestions from em- 
ployes. 

In some companies there is a group of 
employes, generally termed ‘“‘contract’’ 
employes, who are excluded from pattici- 
pating in suggestion plans. Such employes 
are engaged in research, development, 
patent, technical, and engineering activi- 
ties, or are officials or administrative em- 
ployes. The nature of their duties affords 
them especially favorable opportunities to 
devise and suggest patentable inventions 
applying to the company’s business. For 
this reason these employes are required to 
sign contracts assigning all their right, 
title, and interest in all inventions to the 
company for whom they work during the 
period of their employment. 

There is no phase of a company’s op- 
erations in which there is no possibility 
for improvement, and while a few com- 
panies prefer to state the subjects on 
which they wish to receive suggestions, 
usually the scope of suggestions is not 
limited. They may range from the sim- 





SYLVANIA ELECTRIC PAYS $3,950 FOR SUGGESTION 


An idea that has materially reduced shrinkage in radio tube 
production at the Sylvania Electric Products, Inc., plant at 
Emporium, Pa., brought its originator a $3,950 award. 

Rufus Schager, Emporium toolmaker, was given the largest 


award ever presented to a Sylvania worker, by J. ©. 


Farley, 


General Manager, and member of the Controllers Institute. 
The suggestion, processed by Sylvania’s regular suggestion 
system, has increased production and shortened time required 
for a basic small parts operation. 
Since the Sylvania system was first installed 71, years ago, 
production achievements of this company through use of the 
system, it is reported, demonstrate its success. 
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plest kind of improvement—for example, 
changing the spaces on a form to conform 
to typewriter spacing—to the most techni- 
cal, such as the improvement in the Frigi- 
daire which resulted in a saving of $300,- 
000 a year. 

The types of suggestions most fre- 
quently received will fall in one of these 
categories: 

1. Improvements in office procedures, 

methods, forms, ete. 

Improvements in working conditions 
Improvements in products, Or SUg- 
gestions for new products 
Improvements in mechanical equip- 
ment 

Improvements in employe relations 
and public relations 

Safety measures 

Advertising 

Prevention of waste 


Some of the suggestions received may 
be patentable ideas, in which case most 
suggestion plans provide for assisting the 
employe in securing patents on such 
ideas. The Patent Department reviews 
each suggestion and if it appears desirable 
to try to obtain a patent, the Department 
assists the employe in filing application, 
if he desires to do so. 

The right to the patent is vested in the 
employe; however, in return for the free 
patent service, the employe grants a shop- 
right to the company. A shop-right under 
any given invention is a license from the 
patentee giving the right to wse that in- 
vention in the way that the company or- 
dinarily uses it. 

For example, if the invention relates to 
equipment, the shop-right gives the com- 
pany the right to make and use the equip- 
ment, but not to sell it; if the idea re- 
lates to a method, the shop-right gives the 
company only the right to practice the 
method. This procedure differs from that 
followed in connection with inventions of 
contract employes who are required to as- 
sign all their right, title, and interest in 
an invention to the company. 

Most companies grant a cash award for 
suggestions which are accepted. Although 
there are some who do not believe that 
special recognition should be given for 
suggestions, it is generally conceded that 
employes should be adequately rewarded 
for the extra effort they have put forth, 
since suggestion plans apply primarily to 
employes who perform routine tasks. 
After all, the company is the one who 
gains the most benefit from worthwhile 
ideas. 

In determining awards on tangible sug- 
gestions, which are those where the sav- 
ings can be ascertained, cash awards are 
based on a percentage of the first year's 
savings. Ten per cent of the gross is the 
usual amount. Some companies, however, 
have fixed amounts of awards for various 


(Continued on Page 386) 





J. J. Cheatham hit the jackpot 


He won maximum initial, sup- ; 
plemental, and capital awards of ety tae 
$100, $1,000, and $500 each. Lo Angle 

Cheatham’s three-time winning 
suggestion was a method of attach- Y CA ngle tron 
ing fine mesh screen to the Welded to 
machined surface on the rotating ‘ Lad of Drum 
drum of the Oliver pre-coat filter. ” 
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Because of the significance of the Hoover Commission pro- 
posals, the paragraphs, pertinent and otherwise, which are 
usually carried in this monthly feature, have been foregone. 
The following, covering “Federal Business Enterprises: As 
the Hoover Commission Sees Them,” 1s excerpted from the 
Fortune Supplement, May 1949, entitled “Big Govern- 
ment—Can It Be Managed Efficiently?""—a digest of the 
reports of the Commission on Organization of the Execu- 


P.H. 


tive Branch of the Government. 


The U.S. Government is not the world’s 
biggest (and least efficiently run) business, 
because it is not a business. But the govern- 
ment is 7 business to an extent that makes 
General Motors Corp., the biggest U.S. cor- 
poration, look like a bicycle shop. 

The hundred-odd important business en- 
terprises that the government owns or ts financially in- 
volved in are directly or indirectly engaged in lending 
money (e¢.g., Farm Credit Administration), guaranteeing 
loans and deposits (¢.g., Federal Housing Administration), 


writing life insurance (¢.g., Veterans Administration), 
producing and selling electric power and fertilizers (e.g., 
TVA), operating railways and ships (¢.g., Alaska Railroad 
and Maritime Commission), buying and selling farm prod- 
ucts (€.g., Commodity Credit Corporation), smelting and 
selling metals (¢.g., Reconstruction Finance Corporation). 

The government's direct investment in these enterprises 


is more than $20 billion, and Congress has authorized an- 
other $14 billion for them. In addition, the government 
guarantees about $go billion of deposits and mortgages and 
has written about $40 billion of life insurance. 

Scrupulously avoiding the word “socialism,” and resist- 
ing all but a few other temptations to sound off about 
government purposes, the Commission stuck manfully to 
its job of suggesting how these enterprises could be run 
more efficiently and economically. It could not apply the 
ultimate test of any private business to them, of course, 
because the government is not in business to make a profit. 

The Commission applauds the flexibility of management, 
budgeting, and accounting granted to government corpora- 
tions. But it deplores the unnecessary number of agencies, 
and the resulting wasteful confusion and duplication in 
their activities 

The Commission grants that it “may be justifiable” for 
business subsidize certain 


some government agencies to 


groups and areas, but it believes that these subsidies should 
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be out in the open, not concealed by various devices. Some 
agencies now charge less interest on their loans than the 
Treasury must pay for the money loaned. Some subsidize 
their clients by taking capital losses. Some government cor- 
porations get congressional appropriations to pay their ad- 
ministrative expenses. 

The electric-power-producing enterprises like TVA con- 
fuse their costs in many ways. All of them have multiple- 
purpose dams. Since flood control and navigation produce 
no revenues, the part of the capital costs attributable to 
them is charged off as irrecoverable; but sometimes that 
charged to the revenue-producing features is too small. 


Items 

@ Many government business agencies invest their idle gov- 
ernment-supplied funds in government securities. Re- 
sult: the government pays interest on its own money. 
The 30-odd government agencies engaged in lending, 
guaranteeing, and insuring have at least 35,000 employes 
in 300 offices and branches. 

Congress provided that farmers should repay the costs of 
irrigation systems without interest charges. Even so 
“these projects, on the average, do not pay out. . . It 
simply must be accepted that the national advantage of 
more farm homes and greater national productivity will 
offset government expenditures.” 

The Interior Department's Virgin Island Company, pro- 
ducer of sugar and rum, ‘made a profit for 1943 and 
1945 as a result of the whiskey shortage, but has lost 
money ever since.” 

@ Federal Prison Industries, Inc., employs about 3,000 in- 
mates in 43 shops, makes 28 types of products for sale, 
mostly to government agencies. Its net earnings from 
1935 to 1947 were $20 million. 


Recommendations 

@ Similar-purpose agencies, especially in housing and farm 
credit, should be consolidated, eliminating 30 of them. 

@ All agencies should charge interest rates or prices high 
enough to include their administrative expenses. 

@ Agencies holding government securities should be re- 
quired to surrender them to the Treasury, receiving non- 
interest-bearing credit in return. 

Every agency should be required to make a yearly report 
to Congress, setting forth the extent to which its earned 
income fails to cover: (1) interest on capital furnished 
by the government; (2) losses on loans or investments; 
(3) operating expenses. 

Every revenue-producing agency should be required to 
pay proper amortization and interest return to the gov- 
ernment. 

Direct government loans to private individuals or firms 
should be forbidden except in emergencies. The RFC 
should be limited to guaranteeing loans made by com- 
mercial institutions. 

@ The Commission could reach no agreement on recom- 
mendations for the government's electric-power pro- 
gram. But individual members agreed that real costs 
should be clearly reported. 
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Reduction of FDIC Rate Held Justified 


| ion FepeRAL Deposit Insurance Cor- 
poration has been a success as a social 
experiment, but the time has now come 
to reduce its banks, 
writes August Ihlefeld in an article en- 
titled “Reducing the Bank Deposit In- 
surance Premium” in the Harvard Busz- 
ness Revieu 

Mr. Ihlefeld, who is President of the 
Savings Banks Trust Company, bases his 


assessment on the 


conclusion on an analysis of new banking 
developments which assure a substantially 
smaller volume of losses from bank fail- 
ures in the future as compared with the 
pre-1934 era. Recognizing that a reduc- 
tion or assessment 
should be coupled with a provision for 
reimposing the insurance assessment 


suspension of the 


promptly should the occasion demand, he 
works out two alternative plans for a 
complishing this purpose. 
The cost to the banks of 
posit insurance has become a subject of 
Many bankers,” states 


federal de- 


intense discussion 
Mr. Ihlefeld, 
nual rate of assessment for deposit in- 


have urged that the an- 


surance, now 1/12 of 1 per cent of total 
deposit liabilities, be suspended or at least 
reduced. The Federal Deposit Insurance 
Corporation itself, on the other hand, has 
hitherto accumulate addi- 
better 


preferred to 
tional reserves, so as to be even 
prepared to absorb losses in case economic 
take a marked turn for the 
worse and banking difficulties recur.”’ 
Mr. Ihelfeld however, that 
the FDIC has recently paid back to the 
United States Government and the Fed- 
eral Reserve banks the $289 million of 
capital originally provided it. Further- 
more, there has been in recent reports by 
the FDIC a lessening emphasis on the 
need for the present assessment rate. He 
takes indications that the 
FDIC is modifying its attitude toward a 
lowering of the insurance premium rate. 
On the basis of the long-term ac- 
tuarial experience alone,” writes Mr. Thle- 
feld, ‘a case cannot be made for a reduc- 
tion in the deposit assessment as yet. 
True, with the passage of time and the 


conditions 


observes, 


these facts as 


very low level of losses incurred, the ac- 
tuarial showing improves steadily from 
year to year. It will obviously be a long 
time, however, before the figure for aver- 
age losses since 1865 will fall below 1/12 
of 1 per cent, even assuming uninter- 
rupted continuation of the highly favor- 
able experience enjoyed since 1934 
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But deposit insurance for the Amert- 
can banking system may be likened to 
the insurance of a factory which has re- 
cently installed a sprinkler system, a 
greatly improved fire protection service, 
and other safety measures not present be- 
fore. On the basis of these changes, the 
cost of insurance should be substantially 
less than that indicated by the past ex- 
perience alone. 

“The new factors that 
future loss experience, as compared with 
the past record, are the greatly improved 
quality of assets, the bettering of super- 


will reduce 





Changes in the Federal Reserve 
System to permit better use of the 
nation’s monetary policy as an in- 
strument of stable economic prog- 
ress are recommended by Dr. E. A. 
Goldenweiser in a research report 
issued by the Committee for Eco- 
nomic Development. Dr. Golden- 
weiser’s book, “Monetary Manage- 
ment” (McGraw-Hill), is a brief and 
readable review of the develop- 
ment of American monetary policy 
in the 35 years since the Federal 
Reserve System was established. 





visory practices to assure that this im- 
provement will be retained, the greater 
shiftability of assets, the virtual halt in 
chartering ot new banks, larger recoveries 
from assets of closed banks by the FDIC, 
and the accumulation of substantial re 
serves for insurance by the FDIC. 

“The decline in the ratio of capital ac- 
counts to total deposits is of limited sig- 
nificance as an offsetting factor. The ratio 
of bank capital to risk assets—the really 
important ratio—is favorable, and banks 
have built up considerable valuation re- 
serves against risk assets that supplement 
the cushion provided by capital accounts. 

The fact of the matter is that, through 
a number of fundamental changes in leg- 
islation, supervisory methods, and man- 
agement policies, the nature of the bank- 
ing business in the United States has been 
modified fundamentally since 1933. For 
the most part, banks hold—and there ts a 
very good reason to believe they will con- 
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tinue to hold—non-risk assets. Competi- 
tion in the dangerous form of high in- 
terest rates and low lending standards has 
been radically curtailed. 

In a banking system in which the 
holding of risk assets and the competition 
between banks have been curbed, the 
threat of failure is inevitably far less. And 
with the American economy far beyond 
the frontier phase, the economic need for 
a pre-1933 type of banking system no 
longer exists. 

“In view of these underlying factors 
that will reduce future losses, and in view 
of the substantial reserves built up and 
invested by the FDIC,” Mr. Ihlefeld con- 
cludes, ‘a reduction in the bank deposit 
insurance assessment at this time would 
be justified. Furthermore, when reserves 
reach a higher level, suspension of the 
assessment would be sound. . . One plan 
to accomplish these objectives would 
stipulate that the FDIC do the following: 

(1) Reduce its present deposit insur- 
ance assessment rate from 1/12 to 1/24 
ot 1 per cent, effective immediately. 

(2) Suspend the deposit insurance as- 
sessment entirely whenever its total capi- 
tal exceeds $1,500 million. 

(3) Provide for the restoration of an 
assessment of 1/24 of 1 per cent when its 
total capital falls below $1,500 million. 

(4) Provide for the restoration of the 
full of 1/12 of 1 per cent 
when its total capital falls below $1 bil- 


assessment 


lion. 


Anorni R approach that would accom 
plish the same sound objectives in a more 
flexible manner would require that the 
FDIC do the following: 

(1) Pay a dividend to insured banks 
equal to one-half of its current annual 
deposit imsurance assessment when its 
total capital exceeds 11, per cent of in- 
sured deposits. (Since insured deposits 
now approximate $75 billion, this divi- 
dend would become payable under pres- 
ent conditions when the FDIC total capital 
exceeds $1,125 million, a figure that 
should be passed some time this year.) 

(2) Pay a dividend to insured banks 
equal to the full current annual deposit 
insurance assessment when its total capi- 
tal exceeds 2 per cent of insured deposits. 
(With insured deposits at their present 
level, this point would be reached when 
the FDIC total capital exceeds $1,500 
million.) 

(3) Pay out as a dividend to insured 
banks any excess of total capital over 3 
per cent of insured deposits.” 





Advertisement by Henri, Hurst & McDona_p, Inc. 


You know how important it is to have your day-to-day office routine supervised by a 


competent manager to assure efficient, economical and reliable results. 


Likewise, you need the advice and counsel of trained and experienced insurance specialists to 


assure you of an efficient, economical and reliable insurance program. 


Rollins Burdick Hunter, with its 50-year background in fulfilling insurance needs for 
business, offers you (1) a complete survey of your insurable hazards, 

(2) a comprehensive study of your present insurance structure, and (3) a plan 

to assure you maximum protection at minimum cost. For further information, 


write to the nearest office. No obligation, of course. 


Rowuws Burpice Hunter Co, 
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Principal Offices 


231 S. La Salle St. 116 John St. New World Life Bldg. 
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Inflation, Disinflation, or Deflation? 


Excerpts from address by Martin R. Gainsbrugh, Chief Economist of the 
National Industrial Conference Board, New York, presented at the Midwestern 
Conference of the Controllers Institute of America. 


PEAKING SOLELY from an independent 
S viewpoint, and not necessarily reflecting 
the views of the National Industrial Con- 
ference Board, I would venture to suggest 
that future economic historians may not 
only place the peak of World War IT infla- 
tion in the closing half of 1948 but that the 
terminal date for the expansion or pros- 
perity phase of the last business cycle may 
well be designated as the first quarter of 
1949 

One of the primary determinants of the 
severity of this period of postwar correc- 


tion in which we currently find ourselves 
is a widespread misunderstanding of the 
economic tactors behind the downturn in 
prices. 

Insistence by consumers upon excessively 
low prices relative to the prevailing cost 
structure could readily lead to major busi- 
ness readjustments. In their concern over 
excessively high prices, the bulk of our 
population may have forgotten that ex- 
cessively low prices relative to prevailing 
wages, taxes, and costs are also harmful. 
These can bring in their wake mounting 


Retreating shadow 


THE CONTROLLER 


AUGUST, 1949 





384 


mass unemployment, a rising toll of bank- 
ruptcies, and steadily diminishing national 
output. 

Mistaken or blind insistence that our 
major economic problem is still inflation 
can lead to national policies which are 
harmful to an economy shaking down to a 
lower price level. 

In such a period flexibility of resources 
is extremely desirable. Higher taxes or in- 
creased government outlays aggravate 
rather than facilitate this readjustment ; 
government subsidies or support hamper 
the flow of resources and freeze wartime 
abnormalities into the new balance being 
struck between income, costs, and prices. 

The goal toward which we as a nation 
should now be moving ts not perpetuation 
of the war-induced abnormalities but a 
better and sounder exchange relationship 
among all those who contribute to our 
national output. 


Prices during the past decade of infla- 
tion have become inextricably interwoven 
with the upward movements of wages, in- 
come, and costs. The improved status of 
millions of American families is closely 
related to the higher prices the members ot 
these families receive for the goods and 
services they offer for sale. 

The price correction of 1920-21 was no 
gentle rain of disinflation but rather a tor- 
rent of sweeping cuts in prices and income 
This time we are told by many of our eco 
nomic and political sages that the fatal 
parallel need not be repeated. 

The array of evidence is strong, but the 
record of history cannot be shaken off 
lightly. Millions of people remain uncon 
vinced. Until the mass of public opinion 
is shown that real value exists in the newly 
emerging price level, the balance will 
be swung toward real depression rather 
than gradual and less violent readjustment. 
The price significance of prevailing wage 
rates, governmental costs, and the existing 
money supply is understood by only a 
small fraction of our population. Until the 
meaning of this hard core of costs is clear 
and incorporated in the value judgments 
of our population, their consumer ballot 
cast in retail stores and other distributive 
outlets will continue to be adverse. They 
will increasingly prefer liquidation to 
spending. 

Important sectors of our citizenry as 





early as mid-1947 had begun to alter their 
spending and investment patterns in the 
belief that the long-term price picture 
would depart substantially, if not violently, 
from currently prevailing prices. With 
each succeeding quarter their preference 
for savings, primarily for liquid savings, 
continued to rise. 

This is frequently described as inability 
of consumers to pay higher prices and is, 
in part, particularly true for those with 
fixed incomes in the lower or middle in- 
come groups. But, in my opinion, a host of 
individuals have spent less freely as prices 
continued to rise in the belief that drastic 
price correction would be forthcoming, as 
in all previous postwar experience. To 
most of this group, price is an independent 
variable; some are aware, of course, of the 
changes which have occurred in the cost 
side of the price equation. But history 
lends authority to their opinions and little 
has been done by business or government 
to clarify the new long-term price pattern 
for them. 


Tie Conference Board has just reissued 
a chart of the course of consumers’ and 
wholesale prices since 1800 which tells the 
long-term price story more graphically than 
any word picture. Even after the most re- 
cent price corrections, both price indexes 
remain in the stratosphere. We are attempt- 
ing currently to stabilize our economy at a 
price level that 1s higher than the zenith 
of any past inflation this country has ever 
known. No nation in the world, to my 
knowledge, has ever succeeded in doing so. 

Summarizing the record of history, the 
following conclusions emerge, unpalatable 
as they may be: (a) every great war has 
produced violent upswings in prices; (b) 
these have in turn been followed by pre- 
cipitous price declines throughout the 
whole price structure rather than a slow 
descent to new postwar plateaus, and (c) 
there is little, if any, support for the thesis 
that the present rise in postwar prices ts in 
accord with an historic trend upward in 
prices. 

Viewed from the cost side of the price 
equation, any substantial escape from the 
pincers of high costs and high prices is not 
currently evident. 

Under direct costs some relief may be 
forthcoming from lower raw matertal costs 
and heightened productivity. But unit la- 
bor costs and the multiple of unit labor 
costs and material costs is pitched so far 
above pre-war that the impact upon prices 
must be minimal until these offsets become 
cumulative over years, 1f not decades, as in 
the past 

Under overhead costs there is little in- 
dication of any substantial downward 
trend in the various forms of social over- 
head and in the extent to which the costs 
must be footed by taxes, particularly busi- 
ness taxes. 

Numerous other elements of rigidity in 
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the price structure are also frequently cited 
in support of the outlook for substantially 
higher prices in the long-term than 
pre-war—such as farm price supports, the 
vast increase in the money supply, and the 
growth of the federal and private debt, 
along with the necessity for a large-scale 
military outlay. Some of these are not 
causal, but rather form the basis for gov- 
ernment action to hold up price. 

The list is already long, and yet it con- 
tains only a few of the economic forces 
currently at play which significantly condi- 
tion the long-term price outlook. Whether 
they are sufficient to negate the record of 
history remains to be determined. The ex- 
tent to which we avoid the record of past 
drastic deflations and their accompanying 
economic toll will be significantly influ- 
enced by business and consumer opinion of 
the warrant for the existing price level. 


Each individual will in a sense register his 
judgment on this question by the manner 
in which he continues to spend or save in 
the period ahead. 

I believe that if the cost-price factors 
currently prevailing are explained and gen- 
erally understood, this can significantly 
condition the result. Failure to make clear 
the warrant for the prevailing price struc- 
ture can contribute to general business con- 
traction, to lower production, increasing 
business failures, and mass unemployme nt. 
These would be the prices we would pay 
in human and physical terms for rapid re- 
turn to anything approaching the pre-war 
price level 

In contrast, the forces of productivity 
given time to work themselves out over the 
long term—can contribute lower prices 
without the human and physical costs of 
past postwar corrections. 
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$ for $uggestions 


types of suggestions a suggestion for a 
safety measure would be given an award 
of $10; an improvement in a form, $15; 
and so on. 

In most instances the cash awards are 
paid in one amount, but some companies 
have a system of paying in installments 
over a period of, say, two years. The aver- 
age minimum award is $5 and the maxi- 
mum, where a limit is set, ranges from 
$100 to $500. One firm—Swift & Com- 
pany—has no limit on amount of award. 
One of their employes received an award 
of $6,300, another $5,200, based on the 
savings to the company 

Intangible ideas are those which result 
in no actual monetary saving, but have 
advantages which make them worthy of 
an award. The amount of such an award 
can be determined only through the opin- 
ions of persons qualified to judge the in- 
tangible value 

Some plans, where the initial award 1s 
limited to a maximum amount, provide 
for review of the later 
date, usually after the idea has been in 


suggestion at a 


effect for a year. If the suggestion has 
proved of more value than orginally esti- 
mated, a supplemental award may be 
granted. 

Some companies also grant what are 
termed ‘“‘capital’’ awards. These awards 
are usually given for a certain number of 
the best ideas presented within a certain 
period of time, for example, the five best 
suggestions submitted during one year. 
The suggestions in most instances must 
be in effect at least two years before they 
are eligible for capital award. 

It is best to be liberal in granting 
awards—the award should always be ade- 
quate. Care should be taken to see that the 
suggestion is properly evaluated and that 
the reward is commensurate. Impartial 
judgment must be exercised in granting 
awards, but effort should always be made 
to find a way in which an award can be 
made rather than to find a reason why it 
cannot. 

The manner in which presentation of 
awards is made is important. It will mean 
more to an employe to receive his award 
from his immediate supervisor than from 
some one in top management whom he 
hardly knows. It is a good idea, however, 
to accompany checks for awards with a 
letter from a member of top management, 
complimenting the employe and express- 
ing appreciation for his efforts and in- 
genuity. The President of the Illinois- 
Central Railroad signs a personal letter to 
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every winner of award for suggestions. 

Presentation of awards is usually made 
in a group. This is advantageous because 
it gives the employe a feeling of impor- 
tance and will perhaps stimulate other 
employes to exert their efforts to send in 
ideas for improvement and thus gain rec- 
ognition and additional earnings for 
themselves. Some companies make awards 
at dinners or parties so that larger groups 
of employes may be present. 

Turn-downs are the real danger point 
In a suggestion system, 

To avoid the disappointment and dis- 
satisfaction which may result when an 
employe's idea cannot be accepted, it is 
essential that the employe be informed of 
the rejection in a most tactful manner. 
Personal interview by some member of 
the committee, who is sincere and tactful 
and who has the ability to explain in 
simple language the reasons why the em- 
ploye’s suggestion is not accepted, will 
obtain the best results. Personal letters to 
employes are also used. If the employe is 
not satisfied with the written explanation 
given him, he then has the privilege of a 
personal interview with some member of 
the committee. The employe’s immediate 
supervisor is sometimes give the task of 
explaining the reasons for the rejection to 
the employe. 

It is most important to avoid leaving 
the employe with a feeling that he is be- 
ing discriminated against—this can be 
accomplished through sincere and courte- 
ous handling of rejections. 


SHoup an employe who submits a sug- 
gestion identify himself? Opinions on 
this point vary. Three methods employed 
are: maintaining complete anonymity of 
the suggester until award is made, requir- 
ing the employe to sign a suggestion form 
at the time of submitting the suggestion, 
and allowing the employe the option to 
sign. The kind of employe relations which 
exists in a company would be a decisive 
factor in determining the best policy. 

Where the suggester does not sign a 
suggestion form, he is identified by num- 
ber until award is made. The particular 
reason for anonymity of the suggester ts 
to avoid the possibility of a supervisor's 
personal likes and dislikes entering into 
his consideration of the merits of a sug- 
gestion. On the other hand, the person 
investigating the suggestion may be handi- 
capped in his work, as it is sometimes 
necessary to contact the employe for addi- 
tional data in regard to his suggestion. 

Whichever method is used—complete 
anonymity, complete identification, or 
identification at employe’s election—the 
outcome appears to be the same. Each 
method works satisfactorily and has no 
effect on the number of suggestions sent 
in. 

A suggestion system needs constant 
promotion. The original announcement of 
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the plan should be effective in stimulating 


interest. The “who,” “when,” and ‘how’ 
should be defined. A booklet explaining 
who ts eligible, when suggestions should 
be submitted, forms to be filled in, and 
data about awards will be most helpful to 
employes. To keep the plan in the minds 
of employes, posters and bulletins can be 
published at frequent intervals. 

Another phase of the publicity program 
is the announcement of awards. House 
organs or employe publications are an ex- 
cellent means of publishing this informa- 
tion. If these are not available, posters 
giving a brief description of the em- 
ploye's suggestion, naming the amount ot 
award, and showing the employe’s picture 
are effective means of publicizing awards 
{See Page 379.} 

The administration of a suggestion sys- 
tem involves a tremendous amount of 
paper work. The size of the organization 
and the extent of the plan will determine 
the personnel and facilities needed to do 
the work. Usually the secretary of the 
Suggestion Committee 1s responsible for 
the actual performance of the paper work 
and the maintenance of necessary records 

To assure the success of a suggestion 


system we must have, firs/, the whole- 
hearted support and the active interest of 
top management; second, the cooperation 
and understanding of department heads 


and foremen; ‘/:rd, good administration. 


THE CONTROLLER. . 


We may say that management is en- 
tirely responsible for the success of a 
suggestion plan. The interest and_atti- 
tude of top management is reflected in 
the cooperation of foremen and depart- 
ment heads; the interest and attitude of 
foremen and department heads is reflected 
in the response of the employes. Top 
management through its active interest 
secures the cooperation of foremen and 
department heads. The supervisors in turn 
encourage employes to submit suggestions 
and make the employes believe that they 
want to try out their ideas and will put 
them into effect if they are practical. 

Top management is also responsible 
for planning the details of a suggestion 
system, such as the scope of suggestions, 
eligibility, and awards, and for appointing 
the committee or individua! to administer 
the plan. Good administration depends on 
how well the program ts planned and 
how carefully the members of the com- 
mittee are selected 

Prompt handling of every suggestion 
granting of liberal awards, 
handling of rejections, and a good pro- 
motion program are the other important 


courteous 


requisites of a successful suggestion sys 
tem 

The National Association of Suggestion 
Systems agrees that a plan adopting over 
10 per cent of employes’ ideas might be 
said to be functioning properly. 
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The failure of a suggestion system may 
be attributed to: (1) lack of interest of 
top management and indifference in set- 
ting up proper procedures ; (2) opposi- 
tion of foremen and department heads; 
(3) low awards; (4) caomittasian of 
employes when suggestions are rejected ; 
(5) delay in processing suggestions and 
placing adopted suggestions into effect; 
and (6) lack of proper publicity. 

Companies who have discontinued plans 
give these reasons: (1) poor caliber of 
suggestions submitted, (2) the fact that 
foremen stole workers’ ideas and that em- 
ployes stole ideas from one another, (3) 
employe dissatisfaction. 

I should like to conclude by quoting a 
statement of Henry Steele Commager, 
noted educator: 

*The American 15 
perimental... He Itkes to do old 
things in a new way, and the fact that 
something has never been done before 
seems to him a challenge rather than an 
obstacle. Wonderfully muventive in all 
merely mechanical matters. he ts almost 
equally inventive in the realm of politics, 
social relationships and war... He 
largely imvented the federal system, the 
written constitution, the constitutional 
convention, and the modern colonial sys- 
tem : 

As employers should we not provide 
the means to give these ingenious and in- 
ventive Americans, our employes, every 
opportunity to use these abilities to their 
own and our adv antage ? Suggestions sys- 
tems can be this means. 


ingenious and ex- 
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Social Costs vs. Productivity 


RODUCTIVITY as measured by na- 
Prional output per manhour has gone 
up since 1939, according to Solomon 
Fabricant, Professor of Economics at the 
School of Commerce, Accounts and Fi- 
nance, New York University. However, it 
was emphasized by Dr. Fabricant, this 
productivity increase has been under the 
usual rate experience in pre-war decades. 
Dr. Fabricant, who is also a member of 
the research staff of the National Bureau 
of Economic Research and chairman of 
the executive committee of the Produc- 
tivity Conference, spoke at the 17th An- 
nual Meeting of the Controllers Institute. 

The usual upward trend in labor pro- 
ductivity has been at two per cent per 
year, said Dr. Fabricant. All the current 
available evidence indicates that since 
1939, and even more certainly since 1941, 
the average rate has been well below two 
per cent. Despite many expectations to 
the contrary, wartime technical advances 
have not materialized in any rapid in- 
crease in productivity since the end of 
the war. 





But while productivity growth has been 
slow during the preceding eight or ten 
years, the controllers were told, it seems 
likely that this retardation is only tem- 
porary. A high rate of increase in labor 
productivity, more closely approximating 
the normal, is to be expected, Dr. Fabri- 
cant stated. 

“We still have an economic system in 
which it pays to seek out better methods, 
to cut costs, to introduce new and im- 
proved products, and to widen markets,” 
he said. As the shortages and other dif- 
ficulties caused by the war and reconver- 
sion periods are left behind, these efforts 
will again succeed in pushing up produc- 
tivity at a normal rate. The economic sys- 
tem that, since the Industrial Revolution, 
has multiplied so much the goods and 
services available to the people has not 
lost that most characteristic of its powers: 
it is still essentially the same productive 
animal. 

But if the economy is the same animal, 
we cannot honestly expect it to do much 
better than the two per cent it has done 
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in the past, except for a year or two, now 
and then. We have indeed experienced an 
occasional year in which productivity 
went up by five or six per cent. But these 
years have been infrequent, and balanced 
on the other side of the average by years 
in which productivity rose less than two 
per cent or even declined. 

It seems unlikely that labor produc- 
tivity can advance much more rapidly 
than two or three per cent per year during 
any sustained period. Our expectations 
must remain modest. If that is correct, it 
is economically impossible to speed up 
distributions of the nation’s production 
to labor to a rate exceeding on the aver- 
age about two or three per cent per an- 
num, Whether such distributions go out 
directly via wages, or indirectly via pen- 
sion payments, sick benefits, and the like, 
they have to be met out of current pro- 
duction and cannot rise more rapidly than 
current production. 

“LT hope,” said Dr. Fabricant, ‘that: I 
turn out to have been a pessimist about 
the future. For not everyone is as well 
off as we would like to see, and the faster 
we can improve standards of living, the 
better. On the other hand, two per cent 
per annum is nothing to be sneezed at 
either. It means a doubling of the level 
of living almost every generation. That 
is something unparalleled in most human 
history.” 

Much of the controversy con- 
cerning war and postwar trends in labor 
productivity, the controllers were told, 
originated in widely accepted but  er- 
roneous impressions and erroneous fig- 
ures. Dr. Fabricant pointed out that many 
persons had mistaken the wartime appli- 
cation of already existent mass production 
methods in ship and plane building to be 
brand new advances in techniques, and 
had expected revolutionary changes in 
labor productivity to follow the end of 
the war. Over-valuation of high cost 
munitions in wartime measures of na- 
tional product and of industrial produc- 
tion also contributed to the impression 
that productivity had advanced rapidly 
Further befuddlement resulted from in- 
adequate and only recently corrected gov- 
ernment statistics on labor productivity. 

The truth is that productivity went up 
very slowly during the past decade, not 
rapidly. Restoration of the pre-war rate 
of two per cent would be a real accom- 
plishment. 


recent 
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Three More Research Projects 
Approved for Foundation Undertaking 


Increasing interest on the part of Con- 
trollers Institute members in the work and 
potentialities of their research arm, Con- 
trollership Foundation, is evidenced by the 
returns to the Foundation’s recent survey 
on future research projects. According to 
E. W. Burbott, president of that organiza- 
tion, who is Vice Chairman of the Board 
of the A. B. Dick Company, Chicago, 750 
sets of questionnaires had been returned 
, date of the quar- 


— 


and tallied by June 
terly meeting of the Foundation’s board of 
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trustees, held in the Waldorf-Astoria, New 
York. As a result, he revealed, the trustees 
approved three of the projects so submit- 
ted. 

“This method of approaching new te- 
search projects for the Foundation to un- 
dertake is working out very well,’ Mr. 
Burbott commented. “It not only helps the 
Foundation board and staff to select proj- 
ects which have a maximum value to con- 
trollers, it also enables Institute members 
to play an influential part in determining 
the direction which Foundation efforts 
should take, and insures against expending 
time and money in pursuing ends which, 
however challenging, have little current 
value to controllers.’ 

Subjects of the three projects approved 
at the meeting, Mr. Burbott announced, 
are as follows: (1) “Digests of Significant 
Books of Importance to Controllers,” 
(2) “The Controller and Sales Forecast- 
ing,” and (3) ‘‘Situs of Sales under State 
Income and Corporate Franchise Taxes.” 

The Situs of Sales project, while it 
ranked fourth in terms of priority as ex- 
pressed in returns from members, was 
chosen by the trustees, Mr. Burbott ex- 
plained, because it was requested by the 
Institute Committee on State and Local 
Taxation, in accordance with the privilege 
extended to all Institute Committees. 

In approving the digests of books as a 
continuing service by the Foundation, the 
Board of Trustees provided that associate 
members of the Institute (educators) be 
asked to suggest the books which, in their 
opinion, would be most helpful to con- 
trollers. The list of volumes so designated 
will then be submitted to the entire mem- 
bership of the Institute, giving the latter 
an opportunity to register their preference 
before any digests are prepared and 
printed. Institute members will also be 
asked to vote on the degree of condensa- 
tion they prefer. 

Object of the digests, Mr. Burbott 
pointed out, will be to strengthen the con- 
trollers’ reading background in manage- 
ment, accounting, finance, taxes and eco- 
nomics. ‘Like most business executives,” 
he explained, “the controller simply does 
not have time to read the books he should, 
including many which would increase his 
value to his company and to the business 
community at large. Readable resumés will 
help to close this gap. Judging by the re- 
turns to the questionnaire, this is a service 
which controllers will appreciate 

The sales forecasting project will be of 
considerable value to controllers when 
making up their budgets, said the Founda- 
tion president. “The sales forecast is the 
keystone which supports the entire budget 


program,” he declared. “One of the difh- 
culties is that sales departments are in- 
herently optimistic, while the controller 
must budget expense on a conservative 
basis. The problem is to remain conserva- 
tive and still not dampen the sales depart- 
ment’s enthusiasm. 

“The Foundation’s study will show how 
this dual approach to forecasting works 
and how the controller's figures are recon- 
ciled with the sales organization’s. The 
New York City Control's Technical Com- 
mittee on Budgeting has indicated willing- 
ness to act as advisory body on this sub- 
ject.” 

The Situs of Sales study, Mr. Burbott 
pointed out, will analyze allocation formu- 
lae of the various states and the variations 
among state laws and administrative regu- 
lations which determine in which state a 
sale is located, which in turn affects the 
bases for imposing state income and fran- 
chise taxes. At least four different formu- 
lae are now in use by the several states, and 
in some cases these result in double taxa- 
tion. 


Deferred projects 


The trustees deferred consideration of 
three other projects, mainly because funds 
and staff number limit the amount of work 
which can be undertaken at this time. ‘The 
Controller's Part in Labor Negotiations 
Projection of Costs,’ which received the 
third highest vote among the seven proj- 
ects submitted, will be considered again at 
the next meeting of the trustees, with ex- 
ploratory work being done in the mean- 
time to determine the desirable scope and 
character of the study. 

Another study requested by the Control- 
lers Institute Committee on State and Local 
Taxation, regarding variations in state 
sales tax laws regulations and forms, will 
be considered when the first study is far 
enough along to discern whether it 1s going 
to meet the Committee's needs. 

The third deferred project relates to 
“Controllership in Government.” ‘The 
lack of member interest in this disap- 
pointed some of the trustees, including 
myself,” said Mr. Burbott. “We believe 
every businessman, as a taxpayer and as an 
executive of a taxpaying enterprise, has a 
stake in the success of the Hoover Commis- 
sion recommendations. This could become 
the controller's unique and_ strategically 
effective contribution toward economy in 
government.” 

The Foundation president also reported 
nearing completion a report on methods 
being followed by leading companies in 
shifting from the sellers’ to the buyers’ 
markets, which will be ready in early fall. 
The study on job description and evalua- 
tion for positions in the controller's de- 
partment has just been completed. 

Membership in the Foundation has now 
reached 266, Mr. Burbott announced, with 
receipts amounting to $77,745. 
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Memphis Control 
Granted Charter 


A charter was granted for a new Con- 
trol headquartered in Memphis, Tenn., by 
the Controllers Institute of America at 
the meeting of its national board of di- 
rectors in New York on June 24. 

Petition for the charter was signed by 
the following: E. J. House, Vice Presi- 
dent and Comptroller of Union Planters 
National Bank & Trust Co., who headed 
the Organization Committee; Charles A. 
Harrelson, Secretary and Treasurer of 
Plough, Inc.; George W. Beggs, Auditor 
and Assistant Secretary of Anderson-Tully 
Company; Louis G. Ost, Sec retary-Treas- 
urer of Layne & Bowler, Inc.; J. H. Wor- 
man, Secretary-Treasurer of E. L. Bruce 
Company; H. W. New, Secretary and 
Treasurer of Stratton Warren Hardware 
Company; R. E. Brake, Assistant Secre- 
tary-Treasurer of Memphis Street Railway 
Company; H. L. Scott, Cashier of First 
National Bank; E. W. Bourke, Secretary 
of American Snuff Company; Ray A. 
Likley, Controller of Fruehauf-Carter Di- 
vision of Fruehauf Trailer Company. The 
last two named were already members of 
the Institute. 


Consumers’ Prices Increase 
Slightly from April to May 


Consumers’ prices showed a slight in- 
crease (0.1 per cent) from April to May 
1949, according to the National Indus- 
trial Conference Board. Increases were 
reported in 54 of the 62 cities included 
in the Board's survey of consumer prices 
in May. 

For the second time in three months 
the index showed a reversal of the down- 
ward trend in consumers’ prices which 
started in October 1948. Despite the in- 
crease for consumers’ prices in May, and 
the one in March, the index is 3.0 per 
cent below the all-time high which was 
reached in August-September 1948 
(166.5). 

The Board's index for May 1949 stood 
at 161.5. A year ago the (May 1948) in- 
dex was 163.2, or 1.1 per cent above its 
current level. Base date of the series is 
January 1939 as 100. 

Purchasing value of the consumer dol- 
lar (January 1939 as 100 cents) was 61.9 
cents in May. This represents a decline of 
0.2 per cent from its value in April, but 
an increase of 1.0 per cent over its level 
in May 1948. 
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Having trouble 


> 2 = 9 
fielding figures é 


The comptroller shown above... 
and he’s no isolated example .. . 
feels like he’s in a slump. Gets 
bogged down in petty detail when 
the figures he needs for fiscal re- 
ports get balled up. 

McBee could give him major 
league support ... with modern, 
flexible systems that are easy to 
operate, simple to install. 

Low-cost Keysort cards, for 
example, would spread his work 
evenly, eliminate peak work loads 
by balancing time tickets and 
payrolls daily. 

And because Keysort is so sim- 
ple to operate, he could assign 
extra girls in the office to speed 
up rush jobs. They wouldn’t need 
expensive or complicated training 
for Keysort. 

When you put orders, invoices, 
clock cards and job tickets 
directly on Keysort cards, they 
escape the hazards of copying and 


recopying. And they’re always at 
hand not lost in ledgers and 
files. The Keysort cards become 
the original records. You can col- 
late them, key them, sort them 
and summarize them mechan- 
ically or by hand in minutes 
instead of hours. 

Keysort keeps business facts 
current and does it more econom- 
ically than any other system. 

There’s a McBee man near you. 
Ask him to drop in. Or write us. 





Keysort is based on a card with coded 
holes punched along the edges. When you 
notch holes according to a pre-arranged 
code, quantities of data become easy to 
classify, file, find, summarize and use . . 
quickly and accurately. 


is THE McBEE COMPANY 
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ENTERPRISE IN A FREE SOCIETY. 
By Clare E. Griffin. Richard D. Irwin, 


Inc., Chicago. $5.00. 


Reviewed by A. S. POUCHOT, Treasurer of 
Lee Tire & Rubber Company, Consho- 
hocken, Pa. 


Readers of books of this kind must be 
few and sparse in number in proportion 
to the general reading public. Enterprise 
has lost its freedom at a speed that has ac- 
celerated greatly over the past century. 
Also, the deficient end results of this loss 
of free enterprise, and the countering cal- 
culation of the austerity of socialism or 
communism, both of which are better 
termed state capitalism, have been cast 
and published in summary fashion during 
the same period 

If state capitalism is to have the sorry 
and desolate finish ascribed to it, for ex- 
ample, by Herbert Spencer (Man vs. the 
State ), why has it captured so Many groups 
and domains? This communism and so- 
cialism is with great 
ligion to bring a better life on earth, 


numbers a quasi re- 


whereas formerly religions promised a 
better life in heaven. From a philosophi- 
cal point of view, it is well indicated that 
socialism is a rash belief to advocate for 
it must succeed less well than heavenly 
religions. No one can contradict what may 
be promised in the beyond of this life, 
but to fulfill happiness to all workers, 
bureaucrats, politicians, loafers, guzzlers, 
gluttons, golfers, geniuses, morons, and 
imbeciles is silly. The sick, the lame, the 
halt, and the blind will not reach this 
douceur de vivre, this niceness of living. 
It is not a calm speculation to promise so 
much to all men 

It is an evident fact that the population 
of this world is made up in chief part of 
those with little talent, little ability, and 
little What coin in 
thought and deed are pretty base tokens, 
and the world’s money in late years has 
generally not improved in either looks or 
value 

The open truth is that before the war 
in the U.S.A. the economic upper three 
million, out of the fifty million employ 
ables, included all who made $1,800 per 
year 2nd up. And the very elite, one out 


energy passes for 


THE CONTROLLER 


of 256 employables, numbering accord- 
ing to the laws of Mendel—some 200,000, 
included all those making $14,000 a year 
and up and most of the number making 
less than $25,000 as per income tax fe- 
turns. One could live nicely then on 
$14,000 to $25,000, bien entendu, but 
what great enterprise can be founded on 
such sums, living and taxes first paid ? 

One concludes that the quality folk in 
this world are a scant and skimpy number. 
The sixty million workers therefore are in 
grave danger that the enterprisers of busi- 
ness will not do too well by the workers, 
since the enterprisers are, by the laws of 
nature, few of limited powers of intellect, 
energy, and substance—and even given 
over like their fellows to vices and oddi- 
ties, as, for instance, those detailed in the 
Kinsey report. 

The layout of the social array mathe- 
matically, as it must be, following Men- 
del’s law and the general biological state 
of man since the Cro-Magnon and Nean- 
derthaler, is a tough and sorry one. 

It is this wretched blueprint that the 
socialist and communist try to evade. The 
leaders and directors of a society recruited 
by free enterprise are not very good in 
quality even though the best endowed are 
free to rise and do the leading of the rest. 

With poorer leaders picked haphazardly 
from mediocrity itself, life on this planet 
is to be improved materially, which 1s 
chiefly what counts, so it is so often said 
by communists, and liberals 
alike. 

It is advice of folly, but it is accepted 
by masses as good credo. The crusades of 
the middle ages were folly, too. The Civil 
War in the United States was a great folly, 
for in all reason it should never have hap- 
pened. 

The psychology of a society, which 1s 
but an organized crowd, may likewise be 
at bottom’s end with all reason. Cur- 
rent beliefs as to the worth of state capi- 
talism cannot be accepted as valid without 
the most careful analysis and synthesis, 
yet such apparently are popular accept- 
ances of these times in inc reasing intensity 
in recent years. 

Probably, state capitalism on the partial 
basis of France and England will not yield 
a national production of over 60 to 70 
per cent of that of a state of free enter- 
prise; the more nearly complete state capt- 


socialists, 
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talism of Russia will not yield a national 
production of over 30 per cent of that of 
a state of moderation and liberty, to talk 
in terms of Montesquieu and the founders 
of the first American Republic. How can 
production on an efficient scale be ob- 
tained from a labor force which in state 
capitalism must be grossly expanded in its 
elements of non-productive labor and 
mediocrely led by a capriciously chosen 
hierarchy ? 

The world crowds are in the grip of a 
gigantic illusion in respect to state capi- 
talism and omnipotent state powers. He 
who knows how to heighten this illusion 
is easily master, he who attempts to dis- 
illusion the crowd or mass is always their 
victim. The word ‘“‘liberal’’ or ‘‘socialist’’ 
is not regarded with the derogatory impli- 
cation that fastens now to “tory” or even 

conservative’’ as descriptive terms. 

Such, in summary, 1s the march of 
events of a century, as the world moves 
ever faster to the crises which socialism 
in degree must fatally bring about. The 
testimony of many who have calculated 
the outcome with cool detachment is that 
socialism violates natural law and cannot 
succeed, that it is a poor cause in reason, 
however rich it may be in the emotions. 
Herbert Spencer, Brook Adams, Gustave 
Le Bon, Jacob Burkhardt, Spengler, and 
many others in one tone or another have 
marked the savage intolerance, the sordid 
and petty meanness of the coming and 
failing state order. As Sherman said to 
the complaining General Hood before At- 
lanta, “One ought to see the books.” 

It is against this background that Clare 
E. Griffin, Professor of Business Econom- 
ics of the University of Michigan, has 
written this book, “Enterprise in a Free 
Soc iety. 

As the first sentence of the preface 
states, the book is written in the convic- 
tion that the volume of production, and 
hence the well being of this nation, de- 
pends very largely upon the business en- 
terprisers of the country. The prosperity 
of the country depends upon its enter- 
prisers, Of entrepreneurs, as economists 
have usually called them. Their number 
is feeble in respect to the general popu- 
lace, their mental powers are not greatly 
above the ordinary in all respects certainly, 
as any biologist would know. But they are 
in free enterprise the best recruitment of 
managers of a society that can be achieved. 

This book points out many common er- 
rors in beliefs of the time relative to ‘pov- 
erty in the midst of plenty,” “mature econ- 
omy,” and other well worn cliches, as it 
discusses enterprise and economic expan- 
sion as Part I of the text. 

In Part II, discussing the environment 
in which business operates, and in particu- 
lar referring to government costs with 
attendant taxation and to the matter of 
price levels, Mr. Griffin advocates an 
amount of tolerance of high taxation and 
government interference with prices which 
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betokens a large compromise with the 
forces of socialization. Machiavelli, I be- 
lieve, states that when a people have be- 
come corrupt, the proper procedure to fol- 
low is to play along with it by small im- 
pediments rather than in flat contradiction 
to the corruption. It is certain no vast re- 
versal of socialization is imminent, how- 
ever misguided the belief as a whole may 
be. Political expediency would indicate 
that taxation a government price inter- 
ference must be lessened by small tactics, 
rather than beaten by grand strategy in 
the present situation of common beliefs 
in respect to social objectives. 

In the final section of the book Mr. 
Griffin deals with liberalism as a philoso- 
phy and its decline into socialization and 
the implication of the change of objectives 
which liberalism had made. 

The last paragraph of the book closes 
in a vein all too familiar to those who 
have reflected upon history and have spec- 
ulated on the rise and decay of those na- 
tions and civilizations which have gone 
before: ‘And the history of freedom sug- 
gests a second moral, the gains that have 
been made in ages past by the Hebrews, 
Greeks, Romans and others were reversed 
for long centuries at a time; and there is 
no assurance that this latest flowering of 
freedom will not, too, come to an end. 
The necessary conditions for it are most 
favorable in this country. We have the 
economic basis for it in the world’s high- 
est productivity and standard of living and 
we have the necessary long tradition of 
free institutions. We now stand as the last 
great industrial country that avows the 
principles of our system of liberal demo- 
cratic capitalism. If the torch of the lib- 
eral tradition with all that it implies for 
human dignity and freedom is extin- 
guished here, it may be a long time be- 
fore it is relighted anywhere.” 

Mr. Griffin has made a fair statement of 
the case, not entirely without some com- 
promises with the present beliefs and atti- 
tudes in the psychology of the crowds or 
masses of this day. 

It would be a good thing if more peo- 
ple were serious students of what has been 
happening to free enterprise and what 
happens when free enterprise has been 
garroted and falls into the hands of the 
despotic state. The number of serious, 
keen students must be small in any society. 
Among controllers the number will be 
small. The circulation of good books is 
limited. The number of readers of a book 
review will likewise be meager. The devil- 
try that brews where freedom and free 
enterprise is lost is not, however, meager, 
and once enterprise is extinguished, as 
Mr. Grithn states, it may be a long time 
before it is relighted anywhere. 

The war whoops of a new kind of sav- 
age may be resounding about 42nd Street, 
and the Dachau boys may be putting on 
their tribal dances, when the communist 
paradise on earth arrives for its nine-day 
wonder stay. 
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“Biggest Business on Earth” 


Reported Costly and Creaking 


fy FEDERAL GOVERNMENT has been 
aptly described as the most gigantic 
business on earth. The growth of this most 
gigantic business in the past 20 years has 
been phenomenal. In 1929 the Govern- 
ment was spending about $4 billions per 
year and had $17 billions of debt outstand- 
ing. Today the annual expenditures are 
around $40 billions and the Federal debt 
exceeds $251 billions. 

The two diagrams shown, which ap- 
peared in “The Cleveland Trust Company 
Business Bulletin,’ measure this growth on 
a per capita basis. The first indicates that 
estimated budget expenditures in the fiscal 
year 1949 will be $271 per capita, or more 
than eight times as large as for the 1929 
fiscal year. 

The second diagram shows that the Fed- 
eral debt amounted to $1700 per person on 
May 15, 1949, as compared with $139 on 
June 30, 1929—an increase of more than 
12 times. 

Both expenditures and debt have risen 
much more than national income per 
capita, which was only a little more than 
twice as large in the calendar year 1948 as 
in 1929. 

The war, of course, says the ‘Bulletin,’ 
was accompanied by an inevitable expan 
sion of eme rgency activ ities of the Govern- 
ment and by an enormous rise in the na- 
tional debt. Much of the latter can be 
charged up to the cost of winning the war 
Moreover, a substantial part of current 
Federal expenditures, such as veterans 
benefits and heavier interest payments, is 
an outgrowth of the war. And another 
large portion—that for military spending 

constitutes a protective measure in a 
world full of uncertainties 

These things, however, do not alter the 
fact that the cost of the Federal Govern- 
ment today is a very great burden on the 
taxpayers, far beyond what it was in pre- 
war days. In the fiscal year 1949 the Gov 
ernment will collect around $38 billions 
(net) in taxes. In 1929 it collected $3 bil- 
lions; in 1939, $414 And the 
Government's plans for still larger ex- 
penditures do not offer hope of relief for 


billions. 


taxpayers 

Regardless of whether the nation can 
afford to pay for all of the present and 
proposed governmental functions, contin- 
ues the “Bulletin,” the public is certainly 
entitled to—but is not getting—an efh- 
cient and smooth-running Federal estab- 
lishment 

The reports made recently by the Com- 
mission on Organization of the Executive 
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Branch of the Government prove conclu- 
sively that a great deal of money could be 
saved by the elimination of excessive costs 
in the day-to-day operations of the Govern- 
ment. This Commission, created by Con- 
gress in July 1947 has spent 16 months in 
an exhaustive survey of the entire govern- 
mental structure. It has submitted 19 re- 
ports on the various functions and depart- 
ments of the Government, including some 
275 specific recommendations for changes. 
In addition a separate set of 18 reports, 
compiled by the task forces associated with 
the Commission, has been published. 
Programs to improve the operating eth- 
ciency of the Government have been at- 
tempted in the past, with indifferent re- 
sults. A governmental bureaucracy, the 
“Bulletin” points out, is hard to reform, 
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for it does not have the spur of competi- 
tion which forces a private business to 
stress good management and operation un- 
der the penalty of failure. Nevertheless the 
job of reorganization will have to be un- 
dertaken if the waste of public money is 
not to continue indefinitely. 

The reports of the Commission and of 
its task forces give a complete story of the 
huge, unwieldy, and creaking structure of 
the Government. Much of the weakness in 
the Federal bureaucracy is due to poor or- 
ganization and lack of clear-cut authority 
and responsibility, rather than to short- 
comings of pe rsonnel—although the Com- 
mission does emphasize strongly that the 
personnel system has serious defects and 
that, in general, Government service does 
not attract the best qualified persons from 
the outside. But many capable Government 
ofhcials and employes are laboring as well 
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as they can within an imperfect organiza- 
tional structure. 

The reports contain an almost endless 
procession of examples of faulty organiza- 
tion and operation. Indeed, the Commis- 
sion has about exhausted the vocabulary 
pertaining to waste and inefficiency. Time 
and again, specific cases are presented of 
conflicts of authority, lack of proper lines 
of responsibility, duplication and overlap- 
ping, lack of proper coordination, friction 
between agencies, excessive rules and regu- 
lations, and general confusion, disorder, 
and inconsistency. Some examples are 
given below for purposes of illustration. 

One widespread evil is the strangling 
effect of red tape. The Federal laws con- 
cerning the Bureau of Reclamation, con- 
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sisting of 803 pages, are indefinite, com- 
plex, and contradictory. In the Department 
of Agriculture there are 199 statutes affect- 
ing personnel management alone. The vo- 
luminous written instructions on the in- 
ternal methods and procedure of the 
Veterans Administration defy intelligent 
execution, there being 88 different manu- 
als, 665 varieties of technical bulletins, 
and over 400 circulars. Unnecessary red 
tape, causing useless delay and expense, 
has crept into the procedures of the various 
regulatory agencies. In the Post Office De- 
partment a maze of outmoded laws, regu- 
lations, and traditions freezes progress and 
stifles administration. 

In discussing the fiscal machinery of the 
Government, one of the Commission's task 
forces states that in view of archaic and 
outmoded methods and procedures, it is 
amazing that the Government is able to 
carry on at all in the financial field—even 
though it does so at excessive costs and 
with much creaking of parts and duplica- 
tion of effort. 

There are many other instances of waste- 
ful methods which result in the unneces- 
sary spending of the public's money. The 
supply system is entangled in a jungle of 
unduly restrictive statutes, conflicting de- 
cisions, and regulations. The absence of 
coordination in the purchase of supplies 
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means that about half of the several mil- 
lion purchase orders issued annually are 
for $10 or under. Since this is considerably 
less than the cost of processing each such 
small order, the taxpayer is paying more 
for the paper work than for the commodity 
bought. 

The Government's medical activities are 
conducted by more than 40 separate agen- 
cies, without central supervision. Many of 
these obtain funds and build hospitals with 
little knowledge of, and no regard for, the 
needs of others, resulting in shocking 
wastes of competition and duplication. The 
construction cost of hospitals varies from 
$20,000 to $51,000 per bed, which com- 
pares with an estimated cost of $16,000 
per bed in private voluntary hospitals. 

Military budgets are not drawn with 
careful consideration of cost factors; for 
instance, the 1950 budget contained esti- 
mates requesting modernization of 102 
more tanks of a certain type than the Army 
actually possessed. In its insurance activi- 
ties the Veterans Administration had a 
workload of only 450 policies per employe, 
while the workload of the most nearly 
comparable private company was 1,762 
policies per employe. Also, the Veterans 
Administration took an average of 80 days 
to process a death claim; whereas private 
insurance companies pay about three 
fourths of theirs within 15 days after re- 
ceipt of death notice. 

The Inland Waterways Corporation, 
previously recommended for liquidation, 
has operated for 23 years at an almost con 
tinual loss. It possesses an obsolete fleet 
and competes with private transportation 
which does more than 90 per cent of the 
business on the rivers served by the Corpo 
ration. Division of authority between the 
Department of Agriculture and the De- 
partment of Interior has brought about a 
long and wasteful conflict and overlap in 
certain soil conservation, range, forest, and 
other services. 

In summing up, the Commission says 
that “the United States is paying heavily 
for a lack of order, a lack of clear lines of 
authority and responsibility, and a lack of 
effective organization in the executive 
branch.” 

The Commission did not attempt to fur- 
nish the amount of possible savings for 
cach activity, although some estimates as to 
particular activities are scattered here and 
there in the reports. These alone add up to 
nearly half a billion dollars annually. A 
rough estimate puts total possible savings 
at around $3 billions or more per year if 
the Commission's recomendations are Car- 
ried out. 

Part of the Commission's program 
would be made possible under the general 
reorganization bill now before Congress, 
but additional legislation would be re- 
quired to cover all of the recommendations. 
But laws are only the first step, concludes 
the ‘Bulletin’ —the real task is to put all 
the much needed reforms into effect. 
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H. L. HALE, formerly Assistant Audi- 
tor, is now Comptroller of Pittsburgh 
Steamship Company, Cleveland. Mr. Hale 
is a member of the Controllers Institute 


of America 


E. G 
Auditor, 


KELLETT, previously General 
Assistant Treasurer and Assist- 
ant Secretary of 
Northern States 
Power Company, 
Minneapolis, 
Minn., was re- 
cently elected 
Sec retary of the 
He 
will continue as 
well in the posi- 
tion of Assistant 
Treasurer. Mr. 
Kellett is a past 
president of the Twin Cities Control of 
the Controllers Institute of America. 


I 


company. 


JOHN STUART, Comptroller of Texas 


Employers Insurance Association and Em 


ployers Casualty Co., Dallas, was elected 


the Insurance Accounting 
Association at its recent 
ational 


At the same me 


onference in Chicago 
cting RALPH KENNON, 
Northwestern National 
ife Insurance Co., Mint eapolis, 

Life Section of 
rt and Mr. Kennon 
Controllers Institute 


Comptroller of 
I 


was 
elected a director of the 
IASA. Both Mr. St 


are members of the 


from the 
& Western Coal 
Kerr holds member- 


SAMUEL KERR has_ retired 
Delaware, Lackawant 
Co., New York. Mr 


ship certificate number 132 


) 


in the Con- 
trollers Institute of America, having been 


elected in August 1932 


ARTHUR S. ALBRIGHT, Controller of 
The Detroit Edison Company since 1943, 
Mr. Al 


ompany in 1912 as an 


has been appointed Treasurer 
bright joined the 
and 


and 


engineer ical department 


served 3 perinter lent of meters 
acting chief of research before his ap 
pointment to the controllership. He is a 
fellow of the American Institute of Ele 

trical Engineers and a member of the 
Controllers Institute of America 
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ROBERT MONTGOMERY, who has served 
Willys-Overland Motors, Inc., Toledo, 
O., for the past two years as Controller, 
has been appointed Assistant to the Vice 
President. Mr. Montgomery, a member of 
the Controllers Institute of America, has 
been with the company since 1946. Prior 
to the war he served with American Steel 
& Wire Co., Cleveland 


Davin H. HARSHAW, President of the 
John B. Stetson Company, Philadelphia, 
has been re-elected president of the Hat 
Institute. Mr. Harshaw, who holds mem- 
bership certificate 1465 in the Controllers 
Institute of America, has been President 
of his company since March 1947, previ- 
ously Vice President and Treasurer. 


Won 
president of the 
general chair 
man of the forth- 
coming 18th An 
Meeting in 


I rancisco, 


HERBERT CARR, a national vice 
Controllers Institute and 


nual 
San 
September 25- 
28, was recent 
appointed con 

sulting professor 

of accounting on 

the statf of th } 
Graduate Schoo! S | 
of Business 

Stanford University. Mr 
Stanford graduate, has served for the past 


Carr, who 1s a 
SIX Years as associate CON niting protc sor 

On a recent trip to Hawan Mr. Carr 
addressed a joint meeting of the Honolulu 
Chapter, National Oitice Management As 
| members of the Na- 
tional Cost Accountants 
and the Society for the Advancement of 
Management. The subject of his discussion 
Problems in a 


sociation, and loca 
Association ot 


was “Some Management 
Changing Economy 
While in Honolulu, Mr. Carr conferred 
with other members of the Controllers In 
stitute in that area regarding the future or- 
a Honolulu Control of che 
hat 


ganization of 
Institute, and preliminary steps in 
connection are now under way 


WitttiamM D. MEWHOoRT been 
named Treasurer of Textron Inc., Textron 
Southern, Inc., and Textron Puerto Rico 
Mr. Mewhort, a member of the Control- 
lers Institute, formerly held the title of 


Tax Manager. 


has 
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F. C. MILEs is now connected with the 
Hoosier Cardinal Corporation, Evansville, 
Ind., as Treasurer and Controller. Mr. 
Miles, a member of the Controllers In- 
stitute, previously held the position of 
Treasurer and Controller with Wilson 
Foundry and Machine Company, Pontiac, 
Mich. 


Frep R. SULLIVAN has been named 
Controller of Monroe Calculating Ma- 
chine Company, Inc., Orange, N. J. He 
had previously served as Assistant Secre- 
tary. 


Oscar N. LINDAHL, Vice President in 

charge of finance at Carnegie-Illinois Steel 
Corporation, 
Pittsburgh, _ re- 
tired as of July 
1 after 42 years 
with United 
States Steel Cor- 
poration subsid- 
lary companies. 
Mr. Lindahl has 
been Vice Presi- 
dent and a Di- 
rector of Carne- 
gie-IIlinois since 
1941 

Holder of membership certificate num- 
ber 465 in the Controllers Institute of 
America by virtue of election in April 
1935, Mr. Lindahl has served the Insti- 
tute as a national president, national vice 
president, and national director, as well 
as chairman of the national Executive 
Committee, the national Postwar Control- 
lership Problems Committee, and the na- 
tional Planning Committee. Currently he 
is chairman of the national Committee on 
Federal Taxation, which post he has held 
since 1943. He is also serving as a trustee 
for the Controllership Foundation 

His duties at Carnegie-Ilinois will be 
assumed by W. A. WALKER, who has been 
associated with the corporation and_ its 
subsidiaries since 1941, most recently as 
assistant to Mr. Lindahl. 


Met J. SHAW has been appointed Ex- 
ecutive Vice President of The F. H. 
Mitchell Company, Cincinnati. Mr. Shaw, 
a member of the Controllers Institute, 
was formerly Treasurer of The American 
Pad & Textile Company, Greenfield, O. 


WILLIAM) = SHELMERDINE, _ Assistant 
Comptroller for the past six years, has 
been appointed Comptroller of American 
Telephone & Telegraph Co., effective Au- 
gust 1. He succeeds PieRRE W. SAXTON 
who retired on that date. Mr. Shelmerdine 
began his telephone career 42 years ago as 
a clerk in the treasury department of the 
Providence, R. I., Telephone Co., and was 
chief accountant of that firm when it was 
merged in 1921 with the New England 
Telephone & Telegraph Co. He came to 
American Telephone in 1924. 





RoBert R. PATTILLO has, announced 

his retirement from Retail Credit Com- 
pany, Atlanta. 
Joining the com- 
pany in 1911, 
Mr. Pattillo was 
elected Control- 
ler in 1930, 
which _ position 
he has held since 
that time. 

A member of 
the Controllers 
Institute of 
America since - 
April 1932, with membership certificate 
number 90, Mr. Pattillo was a charter 


member of the Atlanta Control and sub- 
sequently served as Control president. 


MerRL GorDON JOHNSON, formerly 
Comptroller of Southwest Natural Gas 
Company, Shreveport, La., has joined 
Sproles, Woodard & Company, Fort 
Worth, Texas. Mr. Johnson is a member 
of the Controllers Institute of America. 


JoHN C. Grace, Controller of Mare- 
mont Automotive Products, Inc., Chicago, 
authored an article entitled “A Control- 
ler's Conception of a Modern Annual Re 
port,” which appeared in 7 he Accounting 
Review for April. Mr. Grace, a member 
of the Controllers Institute, was recently 
elected to a two-year term on the Execu 
tive Committee of the Illinois Manutac 
turers Cost Association. 

C. C. CALLAWAY, Treasurer and Di 
rector of Crystal Springs Bleachery, Inc., 
Chickamauga, Carlyl 
Ga., was elected 
president of the 
National Asso- 
ciation of Credit 
Men at its 53rd 
Credit Congress, 
held in Atlantic 
City, Nef 

Mr. Callaway 
served two terms 
as president and 
two as chairman 
of the board of the Chattanooga Associa- 
tion of Credit Men, was national director 
of the National Association of Credit 
Men 1940-43 and national vice president 
1947-48. 

Holder of membership certificate num- 
ber 2680 in the Controllers Institute of 
America, Mr. Callaway is immediate past 
president of the Chattanooga Control. 

He has been with his company since 
1925 when he joined it as Auditor. In 
1932 he was elected Assistant Treasurer, 
becoming Treasurer in 1935 


CaRL A. BJELKE, Controller of the 
Dochler-Jarvis Corporation's two plants 
at Toledo, O., went on an indefinite leave 
of absence beginning July 1, it has been 
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Condensed Statement of Condition, June 30, 1949 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers. . . . ° 
U. S. Government Obligations . . . 2. . 1 
Loans and Bills Purchased . . . 
Public Securities . . . . .$ 
Stock of Federal Reserve Bank . 
Other Securities and Obligations 
Credits Granted on Acceptances 
Accrued Interest and Accounts 
Receivable. . . . . . 
Real Estate Bonds and Mortgages 


59,470,565.74 
9,000,000.00 
7,639,743.75 
9,851,025.59 


7,690,264.57 
1,738,283.07 


Bank Premises . . 2. 


Other Real Estate . . 


Total Resource 


LIABILITIES 


100,000.000.00 
200,000,000.00 
70,295.433.86 


Capital ae ve we - -$ 
Surplus Fund . ..... 
Undivided Profits . 2... 
Fetal Capital Funda. . « ss « « 6 « 
DOM Shc cS. See se 5 $2,301,105.241.62 
Treasurer’s Checks Outstanding . 90.589,308.63 
Total Deposits a Yee “ 
Aceeptamees . « « + cs tt tf 
Less: Own Acceptances Held for 
Investment S ee wana 


13,896.617.23 
3,827.246.55 
10,069,370.68 
Dividend Payable July 1, 1949 3,000.000.00 
Items in Transit with Foreign 
ict. oe Geter 
Accounts Payable, Reserve for 
Expenses, Taxes, ete. 2. . 


1,873,.167.90 


55.736.791.86 


Total Liabilities 





$ 598,809,361.92 
1,072,285,191.53 
1,061,252,254.45 


95,389,882.72 
1,.896,611.15 
36,012.78 


$2.832,669,3 14.55 


$ 370,295,433.86 


2,391,694,550.25 


70.679,330.44 


- $2.832,669.3 14.55 
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for smaller budgets... 


Production costs kiting? Here’s one economy... 
Monroe’s new 8 column electric adding ma- 
chine, with direct subtraction. Junior partner 
of outstandingly successful Model 410 offers 
the same brilliant performance...the same 
cost-paring efficiency... at budget price! 
“"Velvet Touch” keyboard and eye-eas- 

ing colors combine to score new highs 

in ease, speed, quiet...new lows in 
operating tension and fatigue. Flex- 
ibility...versatility...ample capacity 

for wide field of figuring. Backed 

by the Monroe-owned, nation- 

wide, factory-trained sales and 

service organization. See it! 

Monroe Calculating Machine 

Company, Inc., Orange, N.J. 


Monroe Adding-Listing Machine (408-11-001) 


“MACHINES FOR BUSINESS 


CALCULATING + ADDING - ACCOUNTING MACHINES 


announced.-His duties will be assumed by 
LesTER B. JOHNSON, Chief Plant Ac- 
countant in Toledo since 1945. Mr. 
Bjelke, who joined the Dochler organiza- 
tion 28 years ago in Brooklyn, is a mem- 
ber of the Controllers Institute of 
America, 


THoMas L. Evans recently addressed 
the annual meeting of the Associated In- 
dustries, Inc., at Utica, N. Y. His subject 
was “Social Security: What of the Fu- 
ture?’ Mr. Evans, who is chairman of the 
Controllers Institute's national Commit- 
tee on Social Security, is on leave from 
the J. N. Adam & Company, Buffalo, on 
a special assignment with the Unemploy- 
ment Division of the State of New York. 

Prior to the meeting in Utica Mr. 
Evans presented before 400 members of 
the Butfalo Chamber of Commerce an ad- 
dress on the subject of ‘The Unemploy- 
ment Insurance Outlook.” 


HAROLD O. BECKER has been named 
Controller of the United States Petroleum 
Carriers, Inc., Pacific Tankers, Inc., and 
Victory Carriers, Inc., New York. 


C. P. BINNINGS became Secretary- 
Treasurer of the new Industrial Bearings 
and Sales Co., Inc., New Orleans, when it 
acquired the business of the Industrial 
Ball and Roller Bearings ¢ ompany on July 
1. Mr. Binnings, who was Controller of 
Charles Ferran & Company, Inc., was a 
charter member of the New Orleans Con 
trol of the Controllers Institute of 
America and subsequently president of 
the Control. 





Obituary 





William T. Sunley, partner in Kuhn, 
Sunley & Company, Chicago, died May 
22 at the age of 61. 

A well known author, Mr. Sunley con- 
tributed to the October 1947 tssue of 
THE CONTROLLER the article, ‘ Preserv- 
ing the Integrity of Equity Capital,” on 
which he collaborated with H. T. McAnly 
of Ernst & Ernst. 

Mr. Sunley was a member of the 
American Institute of Accountants, the 
Illinois Society of Certified Public Ac- 
countants, and the National Association 
of Cost Accountants. He was formerly 
president of the American Academy of 
Accounting and vice president of the In- 
ternational Accountants Society. 


Gustav J. Schultz, accountant for the 
Heyden Chemical Corporation, New 
York, died July 6 of a heart ailment at his 
home, 76 Burchard Avenue, East Orange, 
N. J. He was 60 years of age. 

Born in Brooklyn, Mr. Schultz was 


SVERIGE D ST cre ee ee 





formerly Assistant Controller of Merck & 
Co., Rahway, N. J., which position he 
held at the time he was elected to mem- 
bership in the Controllers Institute of 
America in January 1940. He held certifi- 
cate number 1623 

Surviving are his widow, Mrs. Anna 
Dietrick Schultz; four daughters, Mrs. 
Charles Lindgren, Mrs. Arthur Caccia, 
Mrs. Philip Strauss, and Miss Louise 
Schultz; three brothers, a sister, and five 
grandchildren 


William M. Shanahan, Secretary and 
Treasurer of Consolidated Vultee Aircraft 
Corporation, San Diego, ¢ alif., died July 
14 of a heart ailment at his home. He was 
19. 

Previously Treasurer of Consolidated 
Aircraft Corporation, Mr. Shanahan, upon 
the merger of Consolidated with Vultee in 
1943, became Secretary and Treasurer of 
the new company. 

Earlier in his career he had served as 
a public accountant with Price, Water- 
house & Co. in Pittsburgh where he was 
born. 

Mr. Shanahan was a member of the 
American Institute of Accountants and the 
Controllers Institute of America in which 
he held membership certificate number 
1445, having been elected to membership 
in June 1939. 


Arthur W. Davis, 50, who resigned 
last year as Comptroller of Standard 
Brands Incorporated, New York, was 
killed on July 15 when an automobile in 
which he was a passenger was in collision 
with two other cars at Houston, Pa., near 
Pittsburgh. He made his home at 61 
Beechmont Avenue, Bronxville, N. Y. 

Born in Cave City, Ky., Mr. Davis was 
educated at Western Kentucky State Nor- 
mal School and Bowling Green Univer- 
sity. After graduation he was employed 
successively by Ernst & Ernst, Cincinnati; 
Moore Company, Muncie, Ind., as Pro- 
duction Manager; American Products 
Company, Cincinnati, as Controller; 
Adams & Westlake Company, Chicago, as 
Controller. He also served as Treasurer of 
Hurley Machine Company, Chicago, and 
as Comptroller of the American Steel & 
Wire Company, Cleveland. He joined 
Standard Brands in 1944. 

Mr. Davis, who was a financial lecturer 
and wrote numerous articles for business 
publications, was a member of the Foreign 
Policy Association, National Association 
of Cost Accountants, American Manage 
ment Association, and the Controllers In- 
stitute of America to which he was elected 
in September 1939 while he was Treasurer 
of Hurley Machine Company. He held 
membe rship certificate number 1506. 

Surviving are his wife, Mrs. Marion I] 
Ryan Davis: two sons, Philip and John; 
a sister, Mrs. Curtis Williams; and a 
brother, Joyce P. Davis 
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Free Ditto One-Writing Forms Prove: 
All Rewriting, All Retyping are Total Waste! 


DITTO, INC., 6645S. Oakley Bivd., 
Chicago 12, Illinois 


Ditto of Canada, Ltd., Toronto, Ont. 


Most office and factory routines consist 
mainly in rewriting and retyping all or parts 
of the same data on different forms—costly 
in elapsed time, in payroll, in human error. 

Yet as thousands of firms have found, Ditto 
One-Writing forms cut out 90 per cent of that 
re-doing, without disturbing existing sys- 
tems at all. Think what that could mean to 
you in such routines as payroll, purchasing, 
production, order-billing. Get FREE Ditto 
One-Writing forms; new vistas of control 
and economy will open to you. 


In addition, Ditto is a DUPLICATOR. 
Ditto copies anything written, printed, typed 
or drawn, in one to four colors at once— 
forms, sales letters, directives, change no- 
tices, maps, drawings, instruction material, 
house organs, plant posters and the like... 


Ditto is management’s long right arm these 
days when closer control, faster work and 
real economy are so necessary. Check and 
mail the coupon now for inspiring data on 
the part Ditto can play for you. 


ELIMINATE WASTE 33 WAYS! GET FREE DITTO FORMS! MAIL THIS COUPON! | 


1 Stop 
Rewriting and 
Retyping 


INCREASE 
PROFIT 

THESE 6 WAYS 
WITH 

DITTO... 


3 Cut Out 


Human Error 


2 Speed 
Operations 


DITTO, Inc., 664 S. Oakley Blvd. 

Chicago 12, Ill. 

Gentlemen: Without obligation please send me 
Free Ditto One-Writing Forms on the operations 
I have checked 


O Order-billing © Payroll 
] General Office Duplicating 


Production 
] Purchasing 
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Company) 
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Position Open 
Staff Accountant 


By large, well established, progressive 
corporation located in Kansas City, Mo 
Prefer applicants who have had executive 


and supervisory responsibilities and who 


have had experience in all phases of cor- 
porate accounting, and who are thoroughly 
familiar with federal income taxes. Public 
utility experience and knowledge of ma- 
hine accounting methods desirable. Only 
inswers giving complete information con- 
cerning qualifications, experience, educa- 
and salary expectations 
Address: Box S71: 
One East Forty-Sec- 
N.Y 


tion, references 
will 
THI 


ond Street 


be considered 
CONTROLLER, 
New York 17 


Positions Wanted 
Controller-—Executive Accountant 


Executive accountant presently em- 
ployed offers: twelve years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; rigs analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
ounting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 45. 
Salary $15,000-$18,000. Address: Box 
763, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Financial Executive—Treasurer— 
Controller 
Institute member seeks responsible po- 
sition requiring top executive ability. 
Thoroughly qualified in finances, costs, 


THE CONTROLLER. 


budgets, internal auditing, insurance, in- 
ventory control, credits and collections, 
and all phases of general accounting, fi- 
nancial cost and SEC reports. Twenty- 
five years of exceptional broad experience 
in handling complicated organizational 
problems, coordination of systems and in- 
ternal controls. Excellent record. Address: 
Box 862, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y. 


Treasurer—Controller 
cutive Assistant 


Aggressive member of top management 
group functioning as head of finance and 
control divisions of large manufacturing 
corporation seeks similar position, or that 
of assistant to major executive. Wide, 
practical experience in management con 
trol procedures, budgets, accounting, costs, 
taxes, systems, finance, credits, merchan 
dising, manufacturing operations, and cor 
porate matters. Excellent education, per- 
sonality, and appearance. Will relocate 
Member of the Controllers Institute. Ad- 
dress: Box 918, THE CONTROLLER, One 
East Forty-Second Street, New York 17 


N.Y 


Controller—Treasurer 
Assistant to President 


Member of the Controllers Institute de- 
sires new connection as controller, treas- 
urer, Or assistant to president Broad na- 
tional industrial experience in multi-plant 
and sales and service operations. Several 
years experience as treasurer handling line 
of credit involving a number of banks. 
Other previous experience as acting plant 
manager, controller and budget director 
of large manufacturing plant with em- 
ployment above 20,000. Five years public 
accounting experience with national firm 
of accountants 

Competent in) financial management, 
branch and plant control, budgets, cost 
accounting, general accounting, taxes and 
insurance, credit and collections, and sys- 
tems and procedures. University trained 
Age 41, married, three dependents. Ad- 
dress: Box 927, THE CONTROLLER, One 
East Forty Second Street, New York 17, 
N. Y. 


Standard Costs—Budgetary Control 


Institute member available—account- 
ant-industrial than 
years practical experience with 
budgetary control—au- 

bulletins, books, and 
contributor to the new Handbook on 
Cost Accounting Methods. More than 
ten years in controllership positions. Ad 
dress: Box 948, THE CONTROLLER, One 
East Forty-Second Street, New York 17 


Ne w York. 


engineer with more 
twenty 
standard costs, 


thor of technical 


AUGUST, 1949 





Controller—Treasurer 
Executive Accountant 
A Controllers Institute member, pres- 
ently employed in East, desires to locate 
in South or West. Twenty years experi- 
ence in public utility accounting, with op- 
erating and holding companies. Thor- 
oughly qualified in general and corporate 
accounting, federal and state taxes, FPC 
and other regulatory commission reports, 
internal auditing, budgets, statistics, in- 
surance, personnel, ottice management 
and procedures, and reports for manage- 
ment. Also some utility operating experi- 
ence. College graduate. Married. Salary 
dependent upon location, responsibilities, 
and opportunity. Address: Box 962, THI 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Controller—Treasurer 


Can formulate, install, and operate a 
complete and economical accounting sys 
tem suited to the needs of the individual 
company. Twenty years experience in high 
precision metal working industry with 
nationally known companies. Diversified 
background including costs, taxes, audit- 
ing, budgets, statistics, consolidations, 
IBM, and development and installation of 
accounting systems. Equipped to thor- 
oughly analyze and interpret cost and gen- 
eral financial information and to recom 
mend suitable action. Accountancy and 
Business Administration graduate, mar- 
ried, age 49. Address: Box 966, THI 
CONTROLLER, One East Forty-Second 
Street, New York 17, New York. 


Assistant Controller 


Senior consultant, age 32, with ten years 
diversified experience, desires position to 
assist controller. Recently completed three 
years contract assignments for reputable 
industrial consulting firm, dealing with 
top management and staff on systems 
(standard and actual), budgets, costs, et« 
Previously had four years administrative 
experience governmental accounting and 
three years public accounting. CPA (New 
York). B.S. degree “magna cum laude 
Consistent record of progress and leader 
ship. Desire to settle in East, limited 
travel only. Salary dependent on oppor- 
tunity to work with high calibre control- 
ler in company offering possibility of 
progress and increased responsibilities. 
Address: Box 967, THE CONTROLLER, 
One East Forty-Second Street, New York 
17, New York 


Treasurer—Controller 
Assistant to President 


Member of the Controllers Institute 
and National Association of Cost Ac- 
countants, Now employed, desires a new 





meen 


connection. Thirteen years progressive, 
diversified experience in beverage indus- 
try, including selling and sales promotion 
programs as well as executive committee 
functions, financial planning, salary ad- 
ministration, organization planning; de- 
velopment of manufacturing expansion, 
cost reduction programs; developing, an- 
alyzing, and interpreting costs, budgets, 
inventory and cost control; all phases of 
general accounting, internal auditing, sys- 
tems, procedures, taxes, financial and cost 
reports. Excellent personality and appear- 
ance. College education. Age 38. Mar- 
ried —two children. Salary open. Location 
unimportant. Address: Box 968, THI 
CONTROLLER, One East  Forty-Second 
Street, New York 17, New York. 


Executive Officer—Controller 


Twenty-five years successful and pro- 
gressive experience all management func- 
tions, heavy industry—manufacturing and 
fabrication, serving in capacities of di- 
rector and executive accounting othicer and 
assistant works manager. Prepared S.E.C. 
registration, negotiated with banks for 
additional finances, and consummated 
creditors’ extension. Financial analyst, 
adept at developing cost and operating 
controls, systems and procedures. Institute 
member—now employed as controller, 
$100,000,000 enterprise—age 45. Ad- 
dress: Box 969, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
New York. 


Executive Accountant 


Age 29—-B.A. in Economics and 
M.B.A. in Accounting. Five years experi- 
ence, two years public accounting and 
three years controller's office in large 
chemical company and nationally known 
metal mining company. Interested in gen- 
eral accounting and taxes. Salary  sec- 
ondary to opportunity. Address: Box 970, 
THE CONTROLLER, One East 42nd Street, 
New York 17, New York. 


Columbia’s School of Business 
Now a Graduate Institution 


On July | Columbia University’s School 
of Business ceased to enroll new candi- 
dates for the degree of Bachelor of Sci- 
ence, changed its name to the Graduate 
School of Business, and restricted its en- 
rollment of new degree candidates to those 
secking the degrees of Master of Science, 
Master of Business Administration, or 
Doctor of Philosophy 

Enrollment in the Graduate School will 
be limited to approximately 600. candi- 
dates for these degrees, and the curricula 
of the School have been revised to fit the 
new state of facts 


ce aston rnin lech aaa pein soonest * > ssa. 








MANAGEMENT CONSULTANT 


Budgetary Control and Cost Accounting Experience 


We plan to add to our professional staff an outstanding 
man with a strong industrial accounting background. This 
background should include heavy experience in developing 
standard cost accounting plans and flexible budgets. 

Our practice—which started nearly 40 years ago—is experi- 
encing a steady growth, which makes this an unusually attrac 
tive opportunity for a man interested in a permanent Career 1n 
Management Consulting. 

This man should be between 35 and 40 years of age, have a 
good appearance and personality and possess a high degree of 
analytical ability and imagination. He should be experienced in 
dealing with top management and capable of programming 
and supervising consulting assignments 

A college degree is essential graduate study desirable. 

Location-—New York City or Boston. Compensation—salary 
and profit sharing. 

Mail complete history to Box 972, The Controller, One 
East 42nd Street, New York 17. Replies will be treated in 
strict confidence. 

















Buyers of a Insurance 


Secking expert, impartial advice on their over-all Insurance 
Program, or on special problems, are directed to our Survey, 
Audit and Advisory Division now occupying the 8th floor at 55 
William Street. Our staff of insurance analysts and technicians 
furnish the following types of service on a fee basis: 


© Industrial and Commercial Insurance Programs audited for 


ddeguacy Of Coverages and correctne 


@ Tests and recommendati 


EXIStIN g 


f§ expos 


Be Ale fil pi iS ¢ / f [ i 1st ed Include 5 Abi 
tf Group Insm INCE well as 7) nvred a self-insured 
» Plans 
State Fund insurance, 
Diaced t Mi { lestenated Br ker or Agents 
Arrangements may be made for a preliminary discussion of your 
use of any of these services—-of course without obligation 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
55 WILLIAM STREET, NEW YORK 5 














Fort Wayne Control Marks First Anniversary 


Control of the Con 
America celebrated its 
afternoon and 
23 at the Fort 


The Fort Wayne 
trollers Institute of 
first with an 
evening outing on June 
Wayne Country Club 

As this was the 
Control, election of officers was held and 
the tollowing 
for the next 
Mammoser, 


anniversary 


annual meeting of the 
chosen to serve 
Harold J 
retary, Assistant 
Treasurer and Comptroller of Tokheim 
Oil Tank and “ti Company ; 
L. Grant, Assistant 
Laboratories, Inc 
Scheele, Assist 
ant Secretary of Bowser, Inc 

Elected as 


were: J. S. Sturgeon 


men were 
year: president, 


who is Se 


Vice 
president, Rober 
Miles 


secretary-treasurer, G. P 


Treasurer of 


the Control 
Treasurer of The 


directors olf 





Complements 


Wues you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 


both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
One 


injured by casualties. 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
744 Broad St., Newark, N. J. 


Established 1926 


NO INSURANCE SOLD 











John P. Cairns, 


Rock Wool 


Magnavox Company; 
Comptroller of American 
Corporation; A. G. Nelson, Treasurer of 
Horton Manufacturing Co.; Harvey H. 
Eich, Controller of The Wayne Pump 
Co.: R. N. Allen, Controller of Central 
Soya Co., Inc.; John D. Grayson, ¢ ontrol 
ler of The Magnavox Company 
The Control, which originally 

bered 12 members, had increased to 23 at 
the end of its first year, reports Mr 
Scheele, Control secretary 


num- 


Cuts Form Typing Costs 


An automat feeding machine 
said to cut form typing costs by 40 pet 
cent is announced by American Business 
Systems, Philadelphia manufacturers 

The machine, quickly 
clamped to any desk, single-set 
one-time carbon forms directly into the 
typewriter or billing machine on a mass 
production basis. It can handle forms of 
from two to 20 parts, up to 9 inches in 
width and 1434 A full 
day's work can be stacked into the feeding 
comp artment at one 

Feeding is fully The typist 
simply presses a button, and the machine 
drops a complete set of forms into place, 
aligned and in register for instant use. 


form 


easily and 


feeds 


inches in length. 


time 
automatic. 


THIN PAPERS 
Reduce 


TYPING, MAILING 
FILING COSTS 
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Fidelity Onion Skin 
Clearcopy Onion Skin 
Superior Manifold 
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Turners Falls, Mass. 


Re-equipment Policy 
Covered in New Book 


“Dynamic Equipment Policy,” a new 
book by George Terborgh, research di- 
rector of the Machinery and Allied 
Products Institute, is being published by 
McGraw-Hill Book Company, Inc., New 
York. 

The purpose of the new book, accord- 
ing to William J. Kelly, president of the 
MAPI, ts to provide a “bible” of ref- 
erence and education in re-equipment 
policy for industrial management. It pre 
sents a replacement formula developed 
by Mr. Terborgh over a period of many 
years of study and collaboration with ex- 
ecutives in the capital goods industries. 

‘American industry leads the world in 
aspects of management, but it is 
archaic in its lack of any rational and 
thoroughgoing technique for determining 
replaceability of facilities’, said = Mr. 
Kelly. “The danger of backwardness in 
this area may be seen in the technological 
decline of Great Britain. Britain knew 
how to build great industries, but she 
never learned how to rebuild them. To 
avoid following the same course, with 
resulting decline in living standards and 
unnecessary unemployment, we must have 
a dynamic equipment policy.” 

Mr. Terborgh’s book shows the errors 
in present rule-of-thumb — replacement 
policies and illustrates application of the 
MAPI formula with numerous examples 
from actual experience. 


most 


Second Largest Budget Item 


The cost of housing and household util- 
ities is the second largest item in the con- 
sumer’s budget, says a Twentieth Century 
Fund report. Only less important than 
food, it accounts for almost a fifth of 
total consumption expenditures in the 
United States. 


“Let's take tomorrow off 
and go to the office!’ 
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You cut your costs the day you install a National Mechanized 


Accounting System. 
On some jobs two-thirds of the work is done automatically 
and what the machine does automatically, is always done right 
There’s a lift in office morale. Jobs are done faster. easier. 
Overtime is eliminated, or drastically reduced 
Ti fages...savings 


With National’s exclusive combination o 


often pay for the entire installation the first year 
representative a systems analyst to 


Ask your National 


show vou the savings vou can reasonably expect from Nationals 


Save Money 
on YOUR 
BOOKKEEPING 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
ACCOUNTING MACHINES 


CASH REGISTERS * ADDING MACHINES 
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NARA ASRS 


ALLEN-WALES ADDING MACHINE DIVISION 
OF 
THE NATIONAL CASH REGISTER COMPANY 
444 MADISON AVENUE 
NEW YORK 22, N. Y. 











